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Whether you want to have a check 
on the securities you may think of 
buying—or want to have the latest 
available information on the securi- 
ties you are holding—Adjustable 
Stock Ratings gives you all the 
most up-to-the-minute data you 
could possibly secure. 


The August 15th issue, for exam- 
ple, will consider the second-quar- 
ter earnings for every company 
feporting right up to the time of 
going to press. 


Information like this can be invalu- 
able in assisting you— 


—TO COMPARE the progress in 
all leading industries—every im- 
portant company. 


—TO DETERMINE the prospects 
for the securities you now hold 
or contemplate buying with oth- 
ers in the same industry — in 
other industries. 


—TO UNCOVER new opportuni- 
ties in many companies with def- 





The Magazine of Wall Street 
- 90 Broad Street, New York, N. Y. 


Enter my subscription as checked below. 


0) Adjustable Stock Ratings, 
D Adjustable Stock Ratings, 


1 year 
($2.50) 


(00 | 


s on post 


1 
ses 08 SO RANG! 
PRICE BA 

— = 


+: 
4 aaguies 
of ratinl : 
Explonein EARNIN 
ae \—a38_ | — 
a \— 
8 


= — Tater ise 


‘aud 
38m 
oszard 


\ 
Nose 
il 


AF ue 


ae Ce a eu 





COMMENT 


t 


i 
wobstes 

attoo 
1: outlele come 


3 \ 24" 
O4lors * 6 
O.5em"" | S7% 


ornin! 


wed asl 14 
reporter plene®| % 
tor 16 


nilits 





initely improving earning power 
—and now selling behind the 
market. 


“Adjustable Stock Ratings” is re- 
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| Adjustable Stock Ratings 


Gives You— 


—Lines of business represented 
by individual securities. 
—On what exchange each stock 
| is listed. 


—RIndustries and companies going 
ahead—which are declining. 


—Funded debt, if any. 


—Number of shares of stock out-. 
standing. 


—Par value. 
—Dividend rate—when payable. 


—1934 and 1935 earnings — in- 
terim earnings for 1935-1936. 
—1935 and 1936 “highs” and 


“lows.” 
—Ticker symbols. 


—Pertinent facts about the early 
outlook. 


—Our investment ratings. 











and The Magazine of Wall Street 


($7.50) including privileges of our Personal Inquiry Service and ‘‘The 
New 1936 Handbook of the 50 Most Active Stocks’’ 


0 Both six months 


On Foreign Subscriptions 


which 


include The 


Magazine of Wall Street add $1 a year for postage. 


Are in This Monthly, Pocket-Size Handbook 


vised and brought up to date 
monthly. Its 112 pages, handy 
pocket-size, gives you all the latest 
statistics you must have on all the 
1540 leading common and preferred 
stocks on the New York Stock Ex- 
change and New York Curb Ex- 
change. 


Your prompt subscription will 
bring you this August 15th issue 
immediately on publication — and 
each succeeding issue throughout 
the twelve months ahead. You may 
only check “Adjustable Stock Rat- 
ings” on the coupon below—but we 
urge you to consider the special 
offers made there. 


Not only can you take advantage 
of the limited-time rates to “Ad- 
justable Stock Ratings” and The 
Magazine of Wall Street—but your 
subscription to the Magazine now 
entitles you to the full privileges 
of our Personal Inquiry Service— 
enables you to write in for con- 
fidential, impartial advice on as 
many as three listed securities at a 
time—as often as you wish. 


Subscribe Now—Fill in and mail this coupon today 
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/ youwillappreciate © 
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Parlor suites with serving pan- | 
try and electric refrigeration, 
$10, $12 and $15. . . Sin- 
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$7... Double; 
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‘The Barclay, 
1 a) East 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, iN =. 








‘“‘ODD LOT TRADING’ 

John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors. (225) 

‘“‘TRADING METHODS’’ 

This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 

MARGIN REQUIREMENTS, COMMISSION 

CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 

MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 

WEEKLY STOCK MARKET REVIEW 
This will be sent to you upon request 
without any obligation by H. M. Gartley, 
Inc. (989) 

SELECTED LIST OF COMMON STOCKS 
Jenks, Gwynne & Co., are distributing 
a selected list of dividend- -paying common 
vice. Free copy sent on regeust. (954) 
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“WITH THE EDITORS 

















Dividing the National Income 


SALARY and wage workers got a 
bigger share of the total national in- 
come last year than they did in 1929. 
This is not an opinion. It is the finding 
of the United States Department of 
Commerce in its annual study and esti- 
mate of national income produced and 
national income paid out. The 1935 
proportion received by employees was 
67 per cent. In 1929 it was 65 per 
cent. 

Doubtless those who believe that the 
crying need of the country is a broader 
distribution of income will not be sat- 
isted with this improvement. One way 
for employees to get more would be to 
take it out of all other classes, includ- 
ing proprietors of business enterprises 
and investors. Another way would be 
for us to produce more for everybody, 
in which event the 67 per cent share 
going to employees would have a 
greater purchasing power than at 
present. 

The question suggests itself: “Who 
gets the other 33 per cent of the na- 


tional income?” Well, according to the 
Department of Commerce figures, 
$7,303,000,000 out of total income 
paid out of $53,587,000,000 was in in- 
terest and dividends or about 14 per 
cent of the total. How much of this 
should be taken away for distribution 
to employees? Bear in mind that it 
doesn’t all go to the rich. There are 
hundreds of thousands of small bond- 
holders and small stockholders and 
there are millions—including the ma- 
jority of employees—who indirectly 
own the bond interest received by in- 
surance companies, savings banks, etc. 

A total of $8,701,000,000 or about 
16 per cent of the national income was 
in the form of “entrepreneurial with- 
drawals.” What is an “entrepreneur”? 
He may be the owner of a rich factory. 
On the other hand he may be a small 
shopkeeper, a tailor, a barber shop pro- 
prietor, the local truckman, a_ boss 
plumber, a real estate agent, a baker in 
business for himself, the owner of your 
local circulating library, a farmer, the 


proprietor of a gasoline filling station, 
etc. Are these people, the majority tof 
whom work and work hard for them- 
selves and their families, entitled to 16 
per cent of the national income? How 
much should be taken away from them? 

Finally, 3 per cent of our total in- 
come, or $1,526,000,000, was in net 
rents and royalties. Is that too much 
for those who have invested their capi- 
tal in real property? How much should 
be taken from them? 

For the sake of the record, it might 
be noted that income of employees in 
1935 had increased 23 per cent from 
the depression low, property income 
only 5 per cent; that wages in 1935 in- 
creased 13 per cent and salaries only 
5 per cent; that income of employees 
for 1935 was 70 per cent of the 1929 
total and that of recipients of interest 
and dividends 65 per cent of the 1929 
total; that income from interest was in 
1935 87 per cent of the 1929 figure and 
income from dividends only 47 per 
cent of the 1929 total. 














In The Next Issue 


Mid-Year Dividend Forecast 


Of extraordinary importance at this time in view of the new tax 
on undistributed corporate profits. 


Part III—Oils, Aviation, Building, Chain and Department Stores, 


Mail Order and Miscellaneous 


Part I—Covering Steels, Metals, Movies, Railoads, Liquor and Equipments, 


appeared in the issue of August 1 


Part II—Covering Motors and Accessories, Tires, Foods, Tobaccos, Chem- 
icals and Public Utilities, is part of the present issue 
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Public utilities are giving gratifying evidence of recovery. The tots 
electric output for the 12 months through July, 1936, will probabl 
exceed 100 billion KWH, a gain of about 7 per cent over 1935 ant 
11 per cent over 1929 for the corresponding periods. See page 
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The Trend of Events 


Strife Ahead 
for Labor 


ALL possibility of compromising the 
issue between the Committee for In- 
dustrial Organization and the Amer- 
ican Federation of Labor appears to have been ended 
by the action of the latter in suspending ten “rebel” 
unions with a membership of more than 1,000,000 
workers. The suspension is effective September 5, un- 
less the designated unions withdraw from the C. I. O. 
John L. Lewis, leader of the drive to impose a closed 
shop on mass production industries, has repeated that 
the movement will not be abandoned. 

There are only two apparent courses open to the 
Lewis group. They could contest the legality of the 
Federation’s action by appeal to the courts or they 
could set up a rival labor federation. The first alterna- 
tive is improbable, since Mr. Lewis has publicly asserted 
that “it would be paradoxical to have a court order us 
back into an organization that did not want us.” 

Therefore, after fifty-one years of dominance in or- 
ganized labor, the A. F. of L. is now split wide open 
and is to have a powerful and aggressive rival. The 
implications of this development directly concern 
American industry and can hardly fail to be somewhat 
embarrassing to the Roosevelt Administration, with 
which leaders of both labor factions have been friendly. 


many important industries. There will be successive 
rival organization campaigns and an increase in juris- 
dictional strikes. Open conflict and the threat of 
interrupted production may or may not be held off 
until after the November election. 

While the labor movement as a whole will be weak- 
ened, industry has little to gain from the struggle and 
the Administration much to lose. Rightly or wrongly, 
many believe that the Roosevelt labor policies have en- 
couraged the Lewis drive. Henceforth the President 
may be increasingly neutral in labor affairs. 


THE gentlemen who 
make up the member- 
ship of the American 
Association of Purchasing Agents buy billions of dol- 
lars worth of goods and materials each year. Their job 
is not only to know very definitely what is going on 
in business but to have a pretty good idea of what is 
likely to be the trend for a considerable time ahead. 
Their most recent consensus is that production and 
distribution have shown surprising recent gains at a 
time when seasonal slackness is usually the rule, that 


The Purchasing Agents 
Are Bullish 


























Theodore M. Knappen 


The competing organizations will come into conflict in no important danger signals are visible and that the 
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trend of commodity prices will continue moderately | drawn from our thousands of wells and consumed—yet 
upward. . at the present time the American Petroleum Institute 
That this opinion is general is shown by a recent estimates proven underground reserves at twelve billion 
pronounced upturn in business buying. Some trade barrels! What happened was that the discovery of 
observers believe this movement is generating a specula’ new fields, improved methods of recovering oil and 
tive tempo in wholesale orders, reminiscent of similar great technological progress in the refining of gasoline 
forward stocking in the spring of 1933 although on a ~—made_nonsense out of earlier calculations of under- 
much less excited scale. For many months, however, ground supply and its relationship to demand. 
the relationship between aggregate inventories and cur- Despite great geological advances in determining the 
rent consumption has been a decidedly sound one and presence of underground oil, it is highly improbable 
still is. In most sections, purchasing agents are cover- _ that the last great field has been discovered and equally 
ing requirements for two to three months ahead; in the improbable that the maximum efficiency in recovery 
East, from two to four months. This is only a moderate and refining has been attained. For these reasons 
extension of previous closer buying policy. the American Petroleum Institute makes bold to 
dismiss from mind any apprehension as to our oil sup- 
plies over the next twenty-five years. For that matter, 
we'll probably have some other equally good motor 
The Coming Boom BEFORE their political fuel available—synthetic or otherwise—before the oil 
In Utility Buying troubles became so acute the __ runs out, whether that be twenty-five years hence, fifty 
electrical utilities habitually years or longer. 
kept their generating facilities several years ahead of 
demand. In recent years expansion of facilities came 
virtually to a halt, partly due to the depression, but 
also due to the great uncertainties created by the Gov. Self-Regulation ©EVERYONE knows there is a 
ernment’s utility policies. Meanwhile, consumption of for Industry difference between fair competi- 
electricity has soared to record highs and the margin tion and unfair, but any attempt 
of safety between generating capacity and demand has "of business men to agree upon precise definitions en- 
steadily narrowed. counters great complexities. On the one side, it is hard 
There are, of course, great variations in the positions § enough to get many minds in any industry to agree 
of individual utilities, but many have known for fif- on controversial matters. On the other side, any agree- 
teen months that they would soon have to expand. ment as to trade practices must be formulated and 
They have held off, hoping for a moderation of the carried out in practice with scrupulous regard for the 
New Deal’s power policy. This has not come and anti-trust laws, which once more are being enforced 
probably will not come except through the possible in- with vigilance—now that N R A’s Blue Eagle lies dead 
tervention of the courts. The status quo can hardly and buried. 
be maintained much longer. Utility executives are Nevertheless, it should be possible for industries to 
watching consumption mount and anxiously awaiting exercise a valuable degree of self-regulation without 
the results of the national election. price-fixing either directly or indirectly and without 
Whatever the election’s outcome, the closing weeks | any semblance of monopolistic production control. The 
of this year are quite certain to see a sharp spurt in __ next few years will almost certainly bring some interest- 
orders for heavy utility equipment. Should the elec’ ing experimentation pointed at’ this objective. The 
tion even partially resolve the industry’s present fears, | Federal Trade Commission was working along these 
there will be a boom in generating equipment ahead— _lines for many years before the advent of N R A. 
a development contributing significantly to further re- | Since that venture was terminated some forty industries 
covery in capital goods industries. President F. A. have submitted voluntary codes of fair competition to 
Merrick, of the Westinghouse Electric & Manufactur- the Commission, the latest and most important one to ( 
ing Co., has served public warning that the utilities | do so having been the petroleum industry. | 
may have a bad time trying to get deliveries if this 
business should come out all at once. 
Dividends and Interest IN terms of interest 
From Abroad and dividends received, 
We Still Have SOME years ago when gasoline it would appear that | 
Plenty of Oil was selling at about thirty cents | American investors in foreign securities are in a | 
a gallon the late Senator LaFol- more favorable position than foreign owners of | 
lette predicted that it would go to a dollar, and pointed American securities—which seems strange in view of | 
with alarm to our dwindling deposits of crude oil. the fact that our security markets over the past sixteen 
From time to time others also uttered dire warnings months have had a far greater advance than most for- 
of approaching depletion. As late as ten years ago, eign markets. The net advantage to us, in interest and ] 
even within the industry, proven reserves of oil under- dividends from abroad, was $375,000,000 in 1935, as 
ground were estimated at little more than five billion estimated by the Department of Commerce. Such re- 
barrels. ceipts amounted to $521,000,000, while the total paid 
Since that time nearly nine billion barrels have been to foreigners was only $146,000,000. ( 
= BUSINESS, FINANCIAL and INVESTMENT COUNSELORS —- | =— 
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yet The picture thus created, however, is decidedly mis- certainly must be advance. It may be assumed that it 
ute leading. This country’s portfolio of foreign securities is on this reasoning that the General Motors Acceptance 
ion consists largely of bonds of high coupon rate but depre- Corp. is now in process of borrowing $100,000,- 
of ciated value. Foreign purchases of American securi- 00 by sale of $50,000,000 3 per cent debentures due 
ind ties, on the other hand, have consisted largely of com- 1946 and $50,000,000 314 per cent debentures due 
ine mon stocks during the past two years. While many 1951—the second largest registration since passage of 
ler of these equities pay only small dividends or none at all, — the Securities Act of 1933. 

their aggregate value in the market has increased vastly For some time the great bulk of the money needed by 
the more than has the value of foreign securities owned by __ this corporation in its installment financing has been 
ble Americans. So measured, we are probably a debtor borrowed from the banks. The present rates on such 
lly nation on portfolio investments and not a creditor funds range from 2 of 1 per cent to 1/2 per cent. In 
ery nation as dividends and interest received would appear 1929 the average rate was 52 per cent. In obtaining 
ons to suggest. $100,000,000 in long-term funds the company is evi- 
to dently preparing for the time when this will prove to 
ei have been a smart move in paring down interest cost. 
er, If the General Motors’ judgment is correct—and it has 
tor The R F C Gets Back PROBABLY the most been pretty good—this financing can hardly be termed 
oil Some Money urgent rescue job done a tip to the individual investor to load up with gilt- 
fty by the Reconstruction edged bonds. 

Finance Corporation in the depression was in bolstering 

the shaken financial position of many hard-pressed rail- 

roads. Now, thanks both to improved traffic and a 

firming railroad credit rating, much of this borrowing | Managed THE Government's active interven- 
; a has been repaid. Eleven systems have cleared up all Depressions tion in the economic and financial 
oti- debt to the R F C, their total repayments amounting organization early in 1933—aimed 
ipt to approximately $111,000,000. Nineteen other roads at halting deflation—was enthusiastically welcomed by 
n- have repaid about $36,000,000, but still owe some an almost unanimous public opinion. “Managed re- 
rd $280,000,000. It should be remembered that a good covery” is much less popular, although apparently the 
ree many roads never borrowed from the RF C. Some of style over much of the world. In this country at least 
ee- the larger of these are Atchison, Chesapeake & Ohio, the immediate trend is toward greater freedom of 
nd Burlington, Louisville & Nashville, Northern Pacific, private initiative, partly due to recovery itself, partly 
he Union Pacific, Norfolk & Western and Delaware & due to the limits upon governmental power imposed by 
ed Hudson. the Constitution. 
ad Government loans of this type have often been cited Nevertheless it is certain that the New Deal's inter- 

as “recoverable assets” and a substantial offset to the — vention in 1933 established a significant precedent and 
to increase in gross national debt. That is true—on paper one that will not be forgotten. When the next de- 
ut —but thus far money received in repayments has been _ pression comes—and few doubt that there will be more 
ut spent or loaned for other purposes virtually as fast as in time—there will be prompt and insistent demand 
he received. Recoverable assets will mean nothing as an that the Government step in. It will almost surely 
st- offset to the Federal debt until that debt ceases to ine — throw the public credit into the pot much sooner than 
he crease and money repaid to the various Government was the case in the last depression. That is a vital 
Se lending agencies is actually used to reduce it. change in an economic system in which depressions for- 
A. merly were left to run their course. Is it a good thing 
ies in the long run? We find the question hard to answer. 
to A man grasping a life preserver doesn’t question the 
to General Motors Expects THERE is a great rescuer, but deflation—however painful—serves the 

Higher Money Rates difference of opinion purpose of correcting economic maladjustments, of 

on the question of purging the system of weaknesses. Early governmental 

how long present abnormally-low interest rates on intervention in depressions will, if successful, tend to 

short-term money will prevail. The majority of experts conceal and preserve those weaknesses. Hence a less 
st believe such rates will remain at a generally low level flexible and efficient private economic system probably 
d, for some time, since the United States Treasury must will be part of the hidden cost of future governmental 
at do a vast total of financing and re-financing during the management of depressions. 
a next several years and these operations may be expected 
of to influence continuation of an easy money policy by 
of the Federal Reserve Board. 
n It would still be an easy money policy, however, if The Market OUR most recent investment advice 
r- short-term interest rates were materially higher than the Prospect will be found in the discussion of 
\d present range. Therefore, the more immediate question the prospective trend of the market 
aS —directly related to the future course of the market on page 508. The counsel embodied in the feature 
e- for high-grade bonds—is not when and how much should be considered in connection with all investment 
id interest rates will go up, but whether they may be suggestions, elsewhere in this issue. 

considered now to be on bottom. If so, the next change Monday, August 10, 1936. 

— fj Business. FINANCIAL and INVESTMENT COUNSELORS 

— 1907-“Over Twenty~Cight Years of Service”—1936 
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What’s Ahead for the Market? 


By A. T. MILLER 


Tre stock market, having spent the best part of 
the past fortnight consolidating its July gains, moved 
sharply forward towards the end of the period. Yet, 
despite the appearance of general strength as meas- 
ured by the “averages,” stocks have continued to 
move in highly selective fashion. Each session has 
produced ten or twelve new lows for the year and 
simultaneously twenty to forty issues have turned up 
each day in the list of new highs. 

That new highs greatly exceed new 
lows, even during an apparent pause 
in the general advance, suggests plain- 
ly that confidence in the business out- 
look, the strong upward trend of 
corporate earnings and the insistent 
pressure of investment funds seeking 
employment continue to constitute the 
backbone of the bull market. 

It is rather remarkable that recent 
reaction even in the volatile Dow- 
Jones industrial average should have 
been of barely nominal proportions in 
a setting in which somewhat larger 
correction would have been a wholly 
normal technical development, in 
which “the good news was out” on 
many important earnings reports and in which the 
European news again was somewhat alarming as the 
Spanish civil war threatened to produce international 
complications. 

As this is written there are indications that the 
temporary corrective phase has been completed and 
that the market is inclined to continue its selective ad- 
vance. Barring more acutely disturbing developments 
in the present European situation, it is our belief that 
August will be a month of substantial net gain in 
stocks. 

There have been various European war alarms dur- 
ing the past year. None has more than briefly affected 
our stock market. The world consensus, of course, 
is that there will be another major war. Nations do 
not break their backs in frantic building of arma- 
ments unless they see reasonably early need for them. 
But the time element is the vital speculative factor 
and on this there simply is no basis for reasoned 
opinion. The initial shock to our market precipitated 
by belligerent action on the part of any major Euro- 
pean power would necessarily be a serious one, pos- 
sibly necessitating the temporary closing of the New 
York Stock Exchange. The only practical concession 
that we would make to such a possibility at this time 
would be to keep margined trading accounts on a 
conservative basis—not a bad idea in any event, con- 
sidering the thinness of the present market and its 
consequent vulnerability to any kind of unexpected 
adversity. 





As far as investment policy is concerned, we would 
waste no thought whatever on Europe’s troubles. 
Even a major war on that tense continent could only 
temporarily interrupt our recovery. It would involve 
a tremendous drain on stocks of goods, already none 
too plentiful in many commodities, and would further 
and sharply inflate world price levels. Whatever 
this country’s policy, few practical minds doubt that 
American supplies would find their 
way to Europe in one manner or an- 
other. 

Aside from some totally unforsee- 
able shock, there are several reasons 
for expecting a rising trend of stock 
prices this month. Whatever the risk 
in relying on past speculative habits, 
the precedent of August advance has 
been so consistent that it must be 
given weight. In every year of the 
past fourteen years—including our 
greatest bear market—the Dow-Jones 
industrial average has closed higher at 
the end of August than at the end of 
July. There is logic in this phenome- 
non, for July in most years sees inter- 
est centered on seasonal summer slack- 
ness in business activity, while August turns attention 
to the usual seasonal upturn in late September or 
October. 

This year there has as yet been no summer business 
recession worth talking about—a fact testifying im- 
pressively to the pronounced vitality of the upward 
economic spiral. It is true that one artificial factor 
has contributed importantly to this result. Since June 
15 more than $1,000,000,000 of veterans’ bonus bonds 
have been cashed. On top of the Government's con- 
tinued heavy relief and recovery expenditures, this 
further increment of purchasing power filtering 
through the business system may quite possibly have 
prevented or delayed a summer business recession. 
Then, too, the high summer activity in the steel in- 
dustry has been due in part to completion of orders 
placed in advance of effective date of higher prices 
and in part to forward buying reflecting fears of 
possible labor disturbance in this key industry. 

With due allowance for these artificialities, how- 
ever, the summer trend of trade and of industrial 
activity has been highly favorable. Continued prog- 
ress in capital goods lines cannot be attributed to the 
bonus cash. Heavy industries are more active—the 
machine tool and electrical equipments particularly. 
Orders for new railroad rolling stock are at the best 
level in several years. This belated recovery in the 
railway equipment field simply reflects the continued 
gradual expansion of railway traffic and revenues. 
On the present evidence, despite the drought’s cur- 
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We expect seasonal habit and the continued strong business trend 


to produce higher average stock prices over the balance of August, 
barring acute European disturbance. No change in bullish invest- 


ment and longer range speculative policies is indicated. 





tailment ot crops in some important areas, peak 
car loadings this autumn probably will top 800,000 
cars for the high week, the best showing in five 
years, 

While it is possible, even probable, that the next 
few weeks will see belated realization of some reces- 
sion in industrial output—brought about by the clos- 
ing down of motor plants incident to change-over to 
the 1937 models—the stock market at this season can 
be expected to look to the autumn. As for the gen- 
eral trade stimulant provided by the bonus, circulation 
of this cash at second and third hand will be a factor 
for some weeks to come and the termination of this 
support probably will not be visible because it will 
be offset by the autumn seasonal upturn in business 
which can be predicted with confidence when the 
major cycle is pointing upward as at present. 

Recent wholesale buying of consumption goods for 
the fall season has been the best since 1929, resting 
both on expectation of excellent autumn business and 
on the general belief that moderately higher prices 
for most commodities are likely. Rising food prices 
reflect the influence of the drought and are not a 
favorable business factor. Recent extensive rains, 
however, should check this movement and may save 
an important part of the corn crop. 

However favorable the trade indications, the Big 
Gun in further recovery must be the capital goods 
industries, which continue to hold the unturned key 
to substantial re-employment. It is easy to exaggerate 
the improvement already experienced in such indus- 


tries by taking percentage comparisons with depres- 
sion levels. Moreover, the gain has rested very largely 
on replacement or modernization of obsolete equip- 
ment dictated by business necessity or the urge to 
reduce unit labor costs. This is all to the good but 
it is not the same thing as expansion of capital facili- 
ties, on which past periods of full prosperity in this 
country have so largely depended. For perspective, 
new capital financing by corporations in the first half 
of this year was 90 per cent under the 1929 level, 
factory building 66 per cent under 1929, commercial 
building 77 per cent lower, public utility building 
67 per cent lower, cement production 44 per cent 
lower and railway equipment 71 per cent lower. We 
still have a long way to go. 

Considering the remarkable level of business earn- 
ings under present conditions, it rather staggers the 
analyst to look forward to what they will be under 
complete economic recovery—assuming cost factors 
are as well under control as they are now. Combined 
profits of 285 industrial corporations for the first half 
of the year were 62.6 per cent higher than for the 
first half of 1935. Second quarter reports of 230 
companies show a gain of 73.8 per cent over the 
second quarter of last year. Since the end of the 
second quarter of last year, our index of stock prices 
has advanced by exactly 73 per cent, or closely in 
line with the earnings gain. This is gratifying, for 
with stock prices so closely following earning power, 
the market cannot be considered to have over-reached 
itself as yet, despite rapid advance. 








105 
100 


95 


90 M.W. 5. COMBINED AVERAGE 
295 COMMON STOCKS 





85 
80 
75 
70 


PRICE INDEX 


60 
59 


anne%s 
+ 
¢ 


iS, 
40 


20 


MILLION SHARES 
oP oORHR & 


SEP oct NOV DEC JAN FEB 


THE MARKET RECORD 


65 M.W.S. BUSINESS ACTIVITY 
INDEX 


VOLUME 





105 
ge 
Ae ee TT PPL 100 & 
Zz 
95 & 
90 > 
3. 
85 = 
80 =< 
z 
75 = 
bad 

70 


APR MAY JUN JUL AUG: SEP 
1936 








1935 














for AUGUST 15, 1936 


509 








Happening in Washington 


By E. K. T. 





Washington Sees 
Politics coloring every happening for next 
three months. 


Drought being watched from both political 
and business angles. 


Higher freight rates in prospect. 
Labor’s family fight sure to get more bitter. 
Anti-trust laws dusted off. 


Federal regulation of investment trusts in 


the offing. 


Government power projects by no means a 
dead issue. 


Tax regulations issuing in quantity soon. 





Drought and politics are chief topics of conversation, 
and in spite of President Roosevelt's assertion that to link 
them is disservice to the Government, they will continue 
to be discussed in same breath. 


Politics pervades everything in an election year. 
Always has; always will. President’s trip to the drought 
area can be as divorced from politics as he can make it and 
still country will not forget he is a candidate as well as an 
official. As a candidate he will be judged, whether he wills 
or no. The same goes for all government efforts to aid 
drought sufferers—for politics is the “big story” of the fall. 


Drought cattle buying by Government will not be as 
extensive as in 1934. Hide trade not so much worried over 
prospect of big government holdings of hides. 1934 holdings 
being liquidated in orderly manner. 


Farm buying not expected to slump as much as in 1934 
drought, partly because Government is giving aid by pro- 
viding jobs for distressed farmers. 


Imports of foodstuffs is full of political dynamite. 
No matter how much needed to help consumers and farmers 
lacking feed for stock because of drought-brought shortages, 
anti-administration politicians will use any imports as basis 
for charge that State Department’s “international altruism” 
is giving our market away to foreigners. 


Plain politics will get hotter as the days get cooler. 
Campaigners for both sides are warming up, organization 
and strategy being completed. By Labor Day the campaign 
will be in full swing. Republicans are planning to come 
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east, Democrats to go west, which is interesting in view of 
earlier assumption that the East was solid for Landon, the 
West sold on Roosevelt. 


Business in election year is always slow and jumpy, 
says tradition. Lack of noticeable pre-election slump so far 
can be variously interpreted as foundation for boom no 
matter who wins; or as evidence that business is discounting 
90 per cent of what politicians are saying. Nevertheless, 
every event between now and November will be given a 
political slant. It’s part of our system. 


Freight rate increases through hundreds of individual 
tariffs are now in prospect as result of I C C’s refusal to con’ 
tinue emergency surcharge beyond December 31. In order 
to continue the higher rates they have enjoyed since April, 
1935, carriers are forced to tedious and costly job of revising 
every rate in published tariffs. Roads so doing will then 
face litigation by shippers charging unreasonably high rates 
and upsetting of established geographical and commodity 
relationships. 


Labor civil war is certain, will continue long. Whether 
or not A. F. of L. convention backs its executive council in 
suspending unions afhliated with John Lewis's Committee 
for Industrial Organization, there will be no peace. The 
battle of craft and industrial unions for jurisdiction of 
workers in many industries is fundamental, has been kept 
reasonably quiet within the family circle until about a year 
ago, but has now reached an impasse. Lewis group fought 
for mass organization within A. F. of L., but if Federation 
wants him to conduct his fight outside their yard, Lewis is 
ready and willing. 

Craft unions, representing aristocracy of labor, never held 
much for unskilled workers. Industrial (vertical) unionism 
promises better care of such, and if carried through on 
large scale should tremendously increase labor's mass eco’ 
nomic power in large manufacturing industries. Green says 
A. F. of L. is not opposed to industrial unionism, which is 
technically true, but craft union leaders, controlling Federa- 
tion, have not given such unions the leeway they want. 


Anti-trust actions assume limelight as Wisconsin Fed: 
eral grand jury indicts 23 major oil companies for con 
spiracy to fix gasoline prices. Meanwhile Justice Depart: 
ment presses investigation of collusive bidding in steel prices. 
Politics is a large part of the explanation for revival of anti 
trust laws which were pretty much a dead letter under the 
New Deal. Prosecutions bolster Administration’s war on 
“economic royalists” and answer opponents’ charges that 
free enterprise is not being fostered. 

More anti-trust investigations may start in near future, but 
oil and steel are always good targets—politically, at least. 

The anomaly is that actions for which oil companies 
are indicted were practically forced on them by N R A oil 
code as means of keeping up crude prices. Companies con- 
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tinued their practices and now face criminal penalties. Also 
steel bids are identical largely because of basing point sys- 
tem, which was permitted under NR A. All of which will 
again raise the question of how business can regulate itself 
without (a) government control and dictation, or (b) run- 
ning afoul of anti-trust laws. 

Underground explanation of Administration’s sudden 
new interest in anti-trust laws is that after death of NR A 
liberals in the councils deliberately advised letting monopoly 
run wild in hope that small business man would revolt and 
demand restoration of N R A or similar government con- 
trol, but in recent months old-line D. of J. attorneys, aided 
by politicians, managed to by-pass these New Dealers and 
get White House O. K. on investigations. 


Family row on public works continues in New Deal 
circles. President’s order requiring P W A projects (financed 
55 per cent locally) to use only relief labor lowers these 
close to boondoggling standard of W P A (Hopkins’ direct 
Federal made-work). Congressmen who overruled Presi- 
dent’s plan to abandon P W A entirely are disgruntled; 
municipalities are complaining! Ickes pulling strings for 
revision. Fact is that in most places relief rolls do not con- 
tain enough skilled workers (unless padded by connivance 
of officials) to carry out high grade construction projects of 
type P W A heretofore financed. 


Commodity Exchange Commission, newest of New 
Deal agencies, is now holding a series of hearings prepara- 
tory to making regulations governing operation of grain, etc., 
exchanges. Only unprocessed agricultural products are cov- 
ered by the act (not rubber, coffee, silk, cottonseed oil, etc.). 

Expectation is that initial rulings will be reasonable, as 
Commission’s staff is composed of old Grain Futures Ad- 
ministration, not New Dealers but long accustomed to prac- 
tices of the trade. 


Investment trust regulation by federal legislation will 
be up before next Congress as sequel to current investiga- 
tion of these by S E C. Press reports stress the dirt being 
dug up by investigation, thus reminding investors of un- 
fortunate experiences early in the depression. Stories of 
mismanagement and untrustworthy trusts carry more polit- 
ical weight than records of fair and wise dealing by other 
investment organizations. 


Exemption of national banks from social security 
taxes, through Bureau of Internal Revenue ruling, raises 
question of discriminatory treatment of state banks, build- 
ing and loan associations, and other financial institutions, 
unless these are also exempted. 

Amendment to bring banks back under the law will be be- 
fore next Congress, together with other social security amend- 
ments, which may lead to extensive revision of the plan. 


Federal power projects are still a live issue. Presi- 
dent’s visit to Canada interpreted as presaging new attempt 
to get Senate ratification of St. Lawrence waterway and 
power treaty, perhaps also general U. S.-Canadian agree- 
ment on borderline power development, maybe even in- 
cluding harnessing tides in Bay of Fundy, of which the ill- 
fated Passamaquoddy dam is the U. S. half. This is only 
rational explanation of President’s pledge to Maine that 
“Quoddy will be completed,” as Washington sees no chance 
that next Congress will vote funds to complete it under 
old plans. 


Interference with labor’s right to organize and bar- 
gain collectively will be much discussed in the campaign, to 
mystification of laymen because of connotation given to 
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terms by past labor history. When Governor Landon in 
acceptance speech espoused labor’s right to organize “free 
from interference from any source,” union leaders jumped 
to assumption (correctly or otherwise) that he meant the 
same as certain anti-union industrialists who would inter- 
pret that phrase to exclude union organizers from plants. 
The Governor’s later amplification did not quiet the 
outcry. 


Motor carriers can now borrow from R F C on com- 
parable basis with rail and air carriers. But loans must be 
used only for purchase of new equipment and not to extend 
existing routes. 


F HA insured mortgages are not obligations of the 
U. S. Government and as such subject to discount with 
Federal Reserve banks, say Reserve Board officials, dampen- 
ing plans of Federal Housing Administration to tell banks 
they should make more insured mortgage loans because they 
can unload them on Reserve banks at any time. FH A, dis- 
appointed, still trying behind the scenes to get Reserve 
Board to give it a pat on back in public 


Tax regulations under 1936 revenue act will be com- 
ing out in volumes all during fall. Internal revenue em- 
ployes are swamped, but promise speed. 

Spying on each other is forbidden to the many Federal 
investigating services, as a result of friction between G-men 
(Justice Department) and Secret Service men (Treasury). 
Private dickerings among the top men will try to keep 
agents’ paths from crossing. 


Reorganization of government departments will be 
talked about during fall as Senator Byrd's investigating 
committee gets into motion. Spade work already being 
done by experts. Look for little tangible before election, 
anyway. 


Government contracts law regulations and rulings, 
still in the making, may give law very wide or very narrow 
application. But in either event organized labor will seek 


its expansion by next Congress; considers it only opening 
wedge to greater Federal influence, if not control, over 
industrial wages, hours. 
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Wide World Photo 


Drought is inescapably a political factor of the first 
magnitude. 
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+ Recently ordered increase in reserve requirements of member 
banks is the first application of the brakes on credit expansion. 


Is it justified? Will it prove effective? 


Fiasco in Credit Control 
in the Making 


By NorMAaNn TRUMBULL CARRUTHERS 


Avrrer every panic there is the cry, “It must not happen 
again!” There comes a wave of financial reform. The 
Government hurriedly adopts new banking laws, tightening 
a few screws here, loosening a few bolts there. Behold! We 
have it at last—a mechanism of credit control that will give 
us stabilized prosperity without the penalty of depression. 

For a time, while expansionist tendencies are still subdued 
by keen memories of the last depression, the thing seems to 
work well—but ultimately there comes another explosion. 
The causes are seldom the same as the last time. Nearly 
always the blow-out comes at a new place on the inflated 
credit tire—a place we did not think of when we patched 
and vulcanized the last rip. 

When the Federal Reserve System was established we 
thought the problem of credit control had been solved. In 
the post-war deflation of 1920-1921 we began to have some 
doubts. A few years later there came a wild credit boom. 
Perhaps the Federal Reserve Board was powerless to control 
it. Perhaps it was not sufficiently wise to know just when 
to put on the brakes and how hard to apply them. The one 
certainty is that control did not work, and that as always 
before a great deflation was the penalty and the correction. 


The Human Factor 


Credit control may be likened to the operation of an auto- 
mobile. No matter how efficient the motor, the steering gear 
and the brakes, its safe operation depends on the judgment 
and skill of the driver. Formerly there simply was not 
enough credit available in this country to finance a business 
expansion and a protracted stock market boom at the same 
time. Interest rates—which are a major influence on the 
trend of security values—responded automatically to the 
supply of and demand for credit. After a year or two of 
stock market advance this virtually automatic regulator of 
rising money rates put on the brakes. That is the main 
reason why bull markets prior to that record-breaking one 
of the gay "20s had a fairly short and reliable cycle. 

When we learned the technique of central banking man- 
agement of interest rates, we got certain advantages—but 
we also assumed a tremendous risk of human error. Looking 
back, it is fairly easy to see that the uncontrollable boom was 
a mistake in government planning. The bull market, which 
got off to a strong start in 1924, showed some signs of 
topping off in 1927. At that point the Federal Reserve 
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Board stepped on the accelerator, inaugurating an easy 
money policy. There were a few who opposed its action in 
still further lowering rediscount rates, notably the chiefs of 
the Federal Reserve Bank of Chicago. But the country was 
with the Reserve Board. Expansion was popular. The Chi- 
cago bank was overruled. The Reserve Board held money 
rates too low and for too long a time. By the time it real- 
ized the necessity of applying the brakes, the speeding credit 
machine was out of control. 


What We Have Learned 


What has all of this history got to do with our present 
position? Just this: We have seen that the failures of gov 
ernmental economic and financial planning have habitually 
outnumbered the successes by a wide margin. Under the 
present Administration we saw the practical failure of the 
particular type of economic planning represented by N R A, 
which was in increasing administrative chaos before it was 
nullified by the Supreme Court. Quite aside from the basic 
legality of planned control of farm production, we have 
seen the great droughts of 1934 and 1936 prove it to be 
unworkable. Nevertheless an apparent great majority of 
the people accept the New Deal financial controls—on faith 
—as a success. There appears to be little public opposition 
to a monetary policy which, as the head of the Treasury says, 
remains on a “twenty-four-hour basis.” 

Regulation of the security markets by the S EC and the 
Reserve Board are widely approved and so is regulation of 
new security financing. The public neither understands nor 
gives much thought to the various changes that have been 
made in the banking laws, in the credit control powers of 
the Federal Reserve Board or in the tentative exercise of 
those powers as represented by the recent order raising 
reserve requirements of member banks by 50 per cent. The 
Republican Party is making no attack on the New Deal 
financial reforms and, if given power, probably will make 
no move to change them substantially. 

Yet the plain fact is that whereas the N R A experiment 
and the crop control experiment had a practical test, the 
much more important experiments in control of our financial 
machinery have had no real test and will not have one until 
we emerge from depression into prosperity and thereafter 
meet the impact of a downward trend, whether in com’ 
modity prices, in security values or in business acttvity. 
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When that test comes will the controls prove effective? 
Tudging by most past experience with political planning, and 
bearing in mind the virtually insuperable difficulties involved 
in correctly judging at just what point a sound prosperity 
passes over into unsound expansion, the answer is, “Prob- 
ably not.” How many believed there was anything unsound 
in our position in 1928? Inflated commodity prices had 
been deflated in 1920 and 1921 and had thereafter remained 
stable. Therefore, it was argued, we had no inflation in the 
1924-1929 period. Very few saw that the stock market was 
inflated. Still fewer saw that new security issuance had been 
inflated or that the funds thus raised had over-expanded 
capital equipment. 

From the present vantage point, there is little likelihood 
of an inflation of private credit, either as applied to brokers’ 
loans, bank loans to business or new security financing. In- 
stead, we will fool ourselves this time with a different credit 
instrument, probably the inflation of governmental debt. 

From our experience to date with the New Deal financial 
controls certain tentative conclusions may be drawn—some 
of them ironically paradoxical. 

For example, we have learned that a perfectly good bull 
market in stocks can be financed without any significant 
expansion in brokers’ loans as long as the United States 
Treasury signs the country’s I. O. U's. In the Government's 
deficit financing, which inflates the volume of bank deposits, 
the Treasury is, in effect, indirectly financing the bull market 

-buying on margin of about 50 per cent, if you will, since 
about 50 per cent of its expenditures represent borrowed 
funds supplied by a write-up of bank credit. 


Credit Expander and Regulator 


Again, since the Treasury is borrowing huge sums—more 
than the present aggregate of all business borrowing—it in- 
sists On maintenance of low interest rates and the Federal 
Reserve Board, being an arm of the Government, quite 
naturally obliges. The effect of low money rates is to raise 
security prices. In short, the Government today is playing 
the dual role of credit expander and credit regulator. These 
opposing functions simply do not jibe and in a conflict be- 
tween them the interests of the Government as borrower are 














quite certain to prevail over the interests of the Government 
as credit regulator. 

So far as the stock market is concerned, anyone not 
familiar with the controls that have been placed in effect and 
observing the sharp intermediate reaction that occurred in 
April, would not have known there had been any change 
from older markets. A market largely devoid of margin 
speculation can go up pretty much as did former speculative 
markets and go down even faster. A bear market under 
the present controls would be more violent than former 
bear markets, would be over more quickly, would ruin far 
fewer margin speculators, would do as much damage to in- 
vestment values as before, if not more. 

For another thing, we have seen that while New Deal 
policies have restored total bank deposits to the former highs 
it has not yet been able to bring about proportionate activity 
in the use of those deposits. It is the active circulation of 
this bank money, as well as its volume, that promotes busi- 
ness activity. The “velocity” of bank deposits is still acutely 
depressed, no higher than it was in 1932. 


Reversing the Cycle 


Formerly private credit expansion, both in bank loans and 
security financing, tended to put first emphasis on expansion 
of the capital goods industries. The secondary effect was 
the creation of employment and stimulation of consumption 
voods industries. This process has been reversed under gov- 
ernmental credit expansion. The lift centered on the con- 
sumption goods industries—since the great bulk of the 
Government’s emergency expenditures went in the first 
instance to unemployed consumers, and thence filtered down 
secondarily to the capital goods industries as increased de- 
mand for consumption goods necessitated enlarged produc- 
tion facilities. Possibly we can get a full recovery 1n this 


way, but the evidence suggests that it is both a slower and 
more costly method than that formerly followed. This is 
plainly proven by the fact that after four years of a bull 
market—from June, 1932—capital goods industries are still 
well under normal and unemployment is still the major 
national problem. 

(Please turn to page 557) 
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merican Industry’s Stake Abroad 


Leading Companies with Large Foreign 


Holdings Face Varying Conditions in 


Latin America, Europe and the Far East 


By H. M. TreMaIne 


Assonc the first develop- 
ments of the recent unpleasant- 
ness in Spain was an interrup- 
tion to that unfortunate coun- 
try’s modern and efficient tele- 
phone service. The trouble lay 
not, however, with Spanish 
telephone service, but rather 
with the American telephone 
service in Spain, for it is a sub- 
sidiary of an American company, 
International Telephone & Tele- 
graph, that normally enables a 
man in San Sebastian to call 
another in Madrid. That this 
is the fact was quite generally 
known, of course, but before 
we read of their being rescued 
how many of us knew of the 
American operatives of the 
Ford (England) and General 
Motors plants in the Barcelona 
district? As a matter of fact, 
the average inhabitant of these 
United States has little concep- 
tion of the number of Ameri- 
cans working for American in- 
terests abroad. It means nothing 
to him that five hundred soldiers 
were moved recently to the oil district in Venezuela for 
the purpose of keeping order. But they were moved pri- 
marily to protect American lives and American capital. 
As a country, the United States is wholeheartedly nation- 
alistic, believing in economic self-containment and splendid 
political isolation. Among individual Americans, however, 
there are those with a world viewpoint as broad as any. 
They organize companies and open up mines in the Andes, 
clear land and plant rubber in Africa, build plants in 
Australia and challenge industrialized Europe right in its 
own domain. Admitting that they do this for individual 
profit, it is a profit that is eventually diffused throughout 
the whole mother country and benefits everyone. These 
activities being in the nature of exports help to bring us 
our morning coffee and make it easier for our enormous tin 
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Eastman Kodak’s 





wholesale 


India 


can and other industries to ob- 
tain essential raw materials. 

A survey was made recently 
by the Department of Com: 
merce showing the amount of 
foreign capital in the United 
States; the total is now about 
$6,500,000,000. We know with- 
in reasonable accuracy how 
much Americans have lent to 
foreign governments and _ poli 
tical sub-divisions and how much 
is currently outstanding. It is 
about $5,000,000,000 face value, 
but, of course, has a considerably 


defaults and partial defaults. 
What we know, however, about 
direct American investments 
abroad in mines, plants, branch: 
es, etc., is ex¢eedingly sketchy. 
A book value for these of $8, 
000,000,000 probably would be 
as good a guess as any. But here 
again real value is certainly much 
less, owing to permanently im- 
paired earning power, restric’ 
tions upon the transfer of pro 
fits when there are any, and 
other handicaps encountered by alien capital. 

Even so, $8,000,000,000 book value and possibly $5,000, 
000,000 real value is no small sum for Americans and Ameri’ 
can companies to have in direct investments abroad. Scattered 
all over the world, among scores of different companies, it is in 
teresting to see how this capital is faring in these troubled days. 

In Europe widely contrasting conditions are found. 
American capital invested in England—and it is of sub- 
stantial amount—benefits from the generally prosperous 
condition of that country and the transfer of profits takes 
place unhampered. In Germany, American capital does 
well, but good earnings in marks are of little use if they 
cannot be exchanged for dollars. In France, while there is 
no transfer problem, trade and industry drift along at a 
low level. 
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A number of American companies have impor- 
tant stakes in England and—curiously—they have 
similar stakes in Germany; the one doing very well 
and the other hobbled by transfer difficulties. F. W. 
Woolworth is among these; the company’s balance 
sheet at the end of last year showed an investment 
of some $30,000,000 in F. W. Woolworth & Co., 
Ltd. This investment had a market value in excess 
of $228,000,000. The last two half-yearly divi- 
dends paid by Woolworth, Ltd., have totalled 100 
per cent, or five shillings a share. On the 7,500,000 
odd shares owned by the American company this 
means some $9,500,000. There are evidently not 
many American investments abroad in a position 
as satisfactory as this one. The German Wool- 
worth is carried on the parent company’s books 
at slightly less than $9,000,000, but it is hard to 
say what it is worth really to the United States 
Woolworth, the German situation being what it is. 

Vauxhall Motors, Ltd., General Motors’ British 
subsidiary, is carried on the parent company’s books 
at $11,500,000. Vauxhall’s operations last year 
established a new all-time high record, output 
being 48,671 cars and trucks, of which nearly 
a third were exported. This is by no means 
an unusual phenomena; it is quite usual for American plants 
abroad to ship a proportion of their production to other 
countries—even to the United States itself. Some interest- 
ing speculation is possible on this point—American owned 
plants abroad, taking advantage of cheap labor or other 
conditions favorable to a low cost, competing with domestic 
plants less well situated economically. If the automobile 
tire companies in this country followed the precedent they 
have established of selling to the mail order houses at prices 
with which their own dealers could not compete, one could 
imagine them setting up plants abroad, possibly in Malay 
close to sources of raw material and cheap labor, and 
shipping tires to the United States in such quantities as 
to put themselves out of business. 

However, we were talking of Vauxhall doing well. That 
it failed to account for a larger proportion of the 432,300 
cars and trucks sold last year in the British Isles, is solely 
because of the fact that it has no representation in the low- 
priced brackets. In contrast, Adam Opel, General Motors’ 
German subsidiary accounted for nearly half the 224,568 





Rubber trees on U. S. Rubber plantation in Sumatra 
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General Motors’ Adam Opel works in Germany 


vehicles made in that country last year. This was fine, 
taxed production facilities, made it necessary to expand 
plant, but Opel’s earnings of $4,705,433 (at 23.8 cents per 
reichsmark) remain in Germany where, while they un- 
doubtedly add to the well-being of that country, they do the 
stockholder of General Motors so little good that they 
were not even brought into the parent company’s accounts. 
Eventually, some good may come of this and other Ameri- 
can-owned plants in Germany, but the prospect does not 
seem a very good one so long as war clouds hang ominously 
and Germany rations her foreign exchange to buy the 
maximum amount of war material and pay a minimum 
amount on her commercial and political debts. 

Monsanto Chemical represents American capital in the 
chemical business in England. Two plants are operated, one 
at Ruabon, North Wales, where fine chemicals, coal tar 
derivatives and rubber chemicals are made and another at 
Sunderland, producing coal tar distillates and cresols. Inci 
dentally, as showing how it is sometimes possible for an 
invading army to live off the land as it were, Monsanto 
in 1934 sold £400,000 of preferred stock in the 
British subsidiary to the British public. This en- 
abled the parent company to avoid new financing 
in the United States under the complexities which 
originally existed under the Securities Act of 
1933; and to raise the money to expand the Brit- 
ish plant and to pay back past advances made by 
the American company to the British subsidiary. 
It might be noted that the subsidiary is doing very 
nicely and the preferred stock which was heavily 
over-subscribed continues to sell at a premium. 

Eastman Kodak is another American company 
with a plant in England and also several on the 
Continent and elsewhere. The plant at Harrow 
manufactures a complete line of photographic ma- 
terials and afhliates of Kodak, Ltd., operate in 
Denmark, East and South Africa, Egypt, Greece, 
Turkey, India, Palestine, Straits Settlements and 
Syria. There is a photographic plant near Paris 
and two in Germany. Colgate-Palmolive-Peet has 
selling companies in a number of European coun- 
tries and a manufacturing and selling agency in 
England. There is Ford, Ltd. of England, with its 
numerous subsidiaries, in which our own Henry is 
interested. International Harvester has two plants 
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in France, one in Germany and one in Sweden making 
various agricultural implements and twine. Mention has 
been made already of International Telephone & Telegraph’s 
interest in Spanish communications. 

Remington Arms, Du Pont controlled, has a wholly 
owned subsidiary with a plant at Brimsdown in England. 
The Sperry Corp. has an English subsidiary which is re- 
ported to be making, or is about to make, the robot pilots 
which have been so successful in this country. In view of 
what the British Government is currently spending on its 
air force and, assuming that all heavy bombers at least 
eventually will be equipped with the pilot, this subsidiary 
promises to be very profitable. 

Substantial American capital has been placed in the 
public utility and amusement businesses in England. These 
two industries are particularly in the news at the moment 
because of a change in control. British utilities covering 
more than 15,000 square miles and serving 500-odd cities 
and towns in England, Scotland and Wales have long 
been controlled by the Utilities Power & Light Corp., an 
American company. The properties are worth some $120,- 
000,000 at today’s rate of exchange. Floyd B. Odlum of 
Atlas Corp. fame has just arranged a deal whereby the 
American-held interest in the British properties is to revert 
to British hands. There has been a tendency this way for 
some time in the case of England. It will be remembered 
that United Drug some years ago sold control of Boots 
Pure Drug Co. to English interests, and at a profit of 
$14,000,000. 

The change of control, affecting the amusement industry 
in England, is a change of control between two American 
interests, rather than a repatriation. Metro-Goldwyn-Mayer, 
subsidiary of Loew’s, Inc., has agreed in principle to the 





American Companies with an 
Important Stake Abroad 


Am. & Foreign Power 
Am. Smelting & Refining 
American Sugar Refining 
Anaconda Copper 
Armour & Co. 

Cerro de Pasco 
Colgate-Palmolive-Peet 
Corn Products Refining 
Cuban American 
Eastman Kodak 
Pirestone Tire & Rubber 
Ford Moter Co. 

General Motors 
Goodyear Tire & Rubber 


International Tel. & Tel. 
Loew’s Inc. 

Monsanto Chemical 

Pan American Airways 
Radio Corp. 

Singer Sewing Machine 
Socony-Vacuum 

Sperry Corp. 

Standard Oil (N. J.) 
Swift & Co. 

Texas Corp. 
Twentieth-Century-Fox 
Union Carbide & Carbon 
United Fruit 





Gulf Oil U. S. Rubber 

Howe Sound U. S. Smelting & Refining 
International Cement Vanadium 

International Harvester Wilson & Co. 
International Paper & Power Woolworth 





purchase of one-half of the 49 per cent interest held by 
Twentieth-Century-Fox in the Metropolis & Bradford Trust 
Co., Ltd., which in turn owns 57 per cent of the voting 
control of Gaumont-British Pictures, the largest amusement 
concern in that country. 

There are, of course, many other American companies 
interested in Europe—more than is commonly supposed 
since certain companies are reluctant to disclose information 
about their foreign operations. Union Carbide & Carbon, 
for example, in the company’s last annual report gave no 
figures at all on the capital invested in foreign plants, nor 
on the revenues derived therefrom. Foreign operations were 
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covered as follows: “This group of companies (foreign) 
operates sales offices, power projects, mines, electric furnace 
product plants, carbon electrode plants, battery manufac. 
turing and assembly plants variously located in England, 
Norway, Sweden, Italy, France, Belgium, India, China, 
Mexico and various colonies.” This is fast coverage of a 
lot of ground, both territorially and from the point of 
view of diversity of output. 


American Capital in Africa 


American direct investments in Africa are relatively 
small. There are automobile assembly plants in the Ca 
Town district. Firestone Tire & Rubber has 55,000 acres 
of rubber plantations in Liberia and is spending a con 
siderable sum on plants. The American Metal Co., Ltd, 
has a substantial security interest in various African mining 
ventures. 

Although our commitments in Africa may not be large, 
it is certainly no exaggeration to say that for the most part 
they boom. More American automobiles were exported to 
South Africa than any other country last year; a steady 
stream of ships leave the shores of the United States loaded 
to the gunnels with cars, refrigerators and other American 
apparatus. And the reason? Mainly, gold. With a mere 
handful of exceptions, the world’s currencies have all 


depreciated in terms of gold. This means that an ounce of f 


African gold will now buy a great deal more than it would 


a few years ago. And the people are certainly taking ad ff 


vantage of it; they need to ship to the United States less 
than twenty ounces of a metal, almost useless in itself, of 
which we already have too much for monetary purposes, 
in order to obtain in exchange a perfectly good and useful 
American automobile. No wonder Montagu Norman, Gov. 
ernor of the Bank of England, on his arrival here the other 
day said in so many words: “You can keep your gold, we've 
had enough trouble with it, digging it out of the ground.” 
However, looking at the matter superficially, as long a 
Africa is a big producer of gold and can sell it for $35 an 
ounce, and provided there is no sensational rise in com: 
modity prices, our exports to Africa should continue to 
boom and our direct investments continue to earn big profits 
—all without a vestige of a transfer problem. 

Direct American investments in Asia are widely scattered 
and cover a multitude of different lines. In size, they d 
not compare, for example, with British investments. Even 
so, they are by no means negligible. American interests 
market a great deal of oil in Asia; they share in the great 
Iraq field; there are American owned jute mills in India 
and American owned rubber plantations in the East Indies 
American factories have long been established in Japan, 
but the future of American plants and businesses in Japan 
and throughout the Japanese spheres of influence is wholly 
beclouded by the intense nationalism of these people. “Japa 
nese cars for the Japanese and Japanese refined oil on which 
to run them” is an attitude so generally known as to require 
no further comment. 


Latin America Our Big Field 


Turning now to the two Americas; it is here that the 
United States is most heavily involved. To the north of 
us lies Canada, in which we have more money invested than 
Great Britain, although American direct investments seem 
to be slightly less than British direct investments. There is 
Ford of Canada, in which the American company originally 
took half the stock. Imperial Oil of Canada, which controls 
International Petroleum operating in Peru, is controlled by 
our own Standard Oil Co. (New Jersey). There is prob 

(Please turn to page 556) 
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The China Clipper leaving San Francisco 
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Air Transport 


By LaurENCE STERN 


Te margin of possible error within which any business 
enterprise operates is a large one. In the career of Pan 
American Airways—a young company run by young men 
—opportunities for tail-spinning to failure abounded on 
every side. 

Imagine, if you can, a world in which the ocean steam- 
ship is still an experiment undergoing rapid transition, in 
which routes are uncharted, in which intricate problems of 
navigation, of maritime law and of varying port regulations 
in many different countries are still unsolved. Imagine a 
venturesome shipping company launching itself in that 
feld. Transfer the whole operation to the air, multiply 
its scope ten-fold and you have some idea of the task that 
Pan American chose for itself—and successfully accom- 
plished. 

Less than nine years ago Pan American was operating 
a 90-mile mail route between Key West and Havana. 
Today its scores of planes are flying on regular schedule 
Over routes totalling approximately 40,000 miles, serving 
thirty-nine countries and colonies and completing more 
than 99 per cent of their scheduled flights. Biggest, most 
eficient and most successful air line in the world, it has 
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written tar and away the bnghtest chapter in the history 
of commercial aviation 

We have heard much of Government planning in recent 
years. Here is a job of private planning without superior 
in the annals of either business or government. Literally, 
it was built from the ground up, the only way a safe and 
efficient air service can be built. Whereas our domestic air 
lines have had the benefit of ground facilities on which 
more than $50,000,000 of public money has been spent— 
landing fields, beacon lights, radio and weather stations— 
Pan American had to provide virtually all ground facili- 
ties for itself, more than 200 airports or airfields, 129 
radio and weather stations. 

Whereas the domestic airlines fly with virtually no 
hindrance over any city or state in their path and collect 
their revenues in dollars, Pan American has had to obtain 
flying and ground privileges by negotiation with nearly two 
score national or colonial governments and with a still 
larger number of foreign municipalities, and collects a 
goodly part of its revenues in a variety of foreign moneys. 

That it has been able to master such basic problems re- 
flects on the one hand an operating technique that functions 
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The “Bridge” of a flying clipper—captain, co-pilot, radio operator and steward 


with as nearly a clockwork precision as any human opera- 
tion can do, and on the other hand a notably sure and 
skilled hand in the delicate art of negotiation and inter- 
national commercial diplomacy. 

To be sure, Pan American could not have got where 
it is without the help of United States Government subsidy 
in the form of air mail contracts—but to keep the record 
straight take note that the service came first and the air 
mail contracts second, that Pan American got the contracts 
because it was the only one able to provide the service, 
that more than a third of its routes are flown without 
subsidy, that the net cost of the subsidy to the Government 
has decreased each year as its revenues from domestic and 
foreign air mail carried by Pan American have expanded, 
and, finally, that the subsidy is less than half that which 
is extended by the French and German governments to 
air lines competing actively with Pan American in South 
America. 

Thus, there were very potent reasons why the Roose- 
velt Administration tossed no bombs in the direction of 
Pan American when, in 1934, it suddenly cancelled do- 
mestic air mail contracts right and left on the charge that 
they had been obtained by fraud and collusion—a charge 
still, incidentally, unproved. Obviously, Army pilots could 
not fly the mail to Jamaica, Colombia, the Argentine, Chile, 
Mexico. Neither did anybody else have the ability or the 
right—except Pan American. Moreover, this trade-building 
service held our sole and vital national rights to the inter- 
national air routes and represented our only practical bet 
on any extension of those rights. You can imagine the 
consternation that would have swept over the Department 
of State at any suggestion of grounding Pan American’s 


130-odd planes! 
“We Planned It That Way” 


And so Pan American flew serenely on, ever farther, ever 
faster—bringing Buenos Aires within four and a half days 
reach, against seventeen days by boat; bringing the Philip- 
pines within five days of San Francisco, against twenty-two 
days by steamer. 

In the path that this company has followed there has 
been little of chance. Emulating a famous remark of a 
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Juan Terry Trippe could boast, if he 
chose, “We planned it that way.” 
You see, Pan American was neithet 


bankers. Neither was it the typical 
American success story of “Poor Boy 


Thomas A. Edison style. Mr. Trippe and 
the majority of his associates in the Pan 


and possessed of wealthy friends. This 
was important. It opened the door to 
capital. It is still important, for Pan 
American will in time need more capital 
and when it comes to stock financing in 
a basically speculative field a company is 
fortunate to have some friends and rela: 
tives with fat pocketbooks even though 
lesser shareholders exercise their pur 
chase rights as avidly as they have done 
in the past. 

Equally important, if not more so, the 


“gentlemen pilots” 
garded aviation with enthusiasm and affection, believed 
profoundly that it had a great commercial future. Those 
men, besides the chubby-cheeked, suave, affable Mr. Trippe, 
scion of a New York banking family and then but five 
years out of Yale, included Cornelius Vanderbilt Whitney, 
now chairman of the enterprise; Grover Loening, S. M. Fair: 
child, Sumner Sewell, Seymour Knox, William H. Vander: 
bilt, Percy Rockefeller and the late John A. Hambleton, 
War ace and Baltimore banker. 

On the present Pan American board of directors, in 
addition to some of those named above, you will find such 
well known men as Donald W. Douglas, president and 
chairman of Douglas Aircraft, whose transport planes are 
known around the world; John Hay Whitney, Fred B. 
Rentschler, David K. E. Bruce, S. Sloan Colt, Merian C. 
Cooper, Lyman Delano, Robert Lehman and Richard K. 


Mellon. 


Conservative in Policy 





Strong “sponsorship”’—much abused word—Pan Ameri 
can has in plenty. From the start, moreover, it has known 
what it wanted and how to get it. It has known that air 
service can only be as good as ground facilities permit tt 
to be. It has known that its ships and radio facilities must 
always be the last word in efficiency and safety. It has 
known that nothing in such a service could be left to 
chance, that every conceivable problem must be worked out 
in advance to the last meticulous detail. 

To this end it has consciously built up a unique “com 
pany morale,” obvious to any user of Pan American service. 
Salaries from the top down are modest. President Trippe 
last year was paid $17,676, George L. Rihl, vice-president, 
$15,000. Rightly, there are other inducements. Mr. Trippe 
holds options on 25,000 shares of the stock at $40 a share. 
With holdings of others, the company had total of 74,563 
shares under option at the end of 1935 in addition to the 
643,959 shares of capital stock outstanding. There is a 
stock purchase plan for senior pilots and key employees, 
liberal insurance plan partly paid for by the company an 
a profit sharing plan under which a modest percentage of 
net earnings goes to the Pan American Executives Associa’ 
tion, with fifty-two participants. The latest such payment 
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reported was 4 per cent of 1934 profits or $42,579. 

Outside of West Point or Annapolis, no convenient 
analogy comes to mind by which to compare the exactitude 
of the training which Pan American’s flying personnel 
must receive. If you are a licensed transport pilot, prefer- 
ably a university graduate, and if you have perfect health 
and a good record you may get a job asa P A A apprentice 
pilot—after which you will get an extensive education in 
every aspect of the company’s work and become an expert 
mechanic, radio operator, navigator, meteorologist, and 
seaman, besides mastering one foreign language and learning 
a lot about maritime and international law, clearances and- 
soforth, as you advance through the ranks—if you are 
good—to junior pilot then to flight engineer and finally to 
senior pilot. 


What of the Future? 


So much for the organization as an operating entity. 
What does the future hold for it? Is there speculative 
promise in the stock, traded somewhat inactively on the 
New York Curb Exchange, selling now at $58 per share, 
paying a dividend of $1 and yielding a return of only 1.72 
per cent to the prospective buyer? 

These questions are difficult to answer because Pan 
American, despite its success, is still undergoing radical 
transition, and experience with other forms of transporta- 
tion can throw no light on the future of international air 
transport. It is reasonable to assume, on the evidence of 
recent years, that the flying equipment is yet far from 
stabilization either in design or cost. The trend is clearly 
toward larger ships for the simple reason that as commer- 
cial transports such planes are more efficient than former 
smaller types. On the other hand, the present cost of these 
super-planes is a large one. 

The Pan American Commodore planes, many of which 
are still doing valiant service, cost approximately $125,000 
per ship, cruise at 95 miles an hour, have a capacity for 
18 passengers and about 1,000 pounds of mail and express 
and rate 37 per cent in commercial efficiency. That is, 
37 per cent of gross weight in the air represents useful load. 
That is high, comparing with a range of 30 to 34 per cent 
for the best land planes. But the company’s Sikorsky 
Clippers, costing $250,000, 
carry 32 passengers, 2,000 
pounds of mail and express, 
cruise at 155 miles an hour 
and rate 46 per cent in pay 
load. Where capacity load is 


SIBERI 
available this larger invest- a ef 
ment justifies itself. Pi {3 
The still larger Martin ¥ f 
Clippers, now in regular 


weekly service across the Pa- 
cific from San Francisco to 
Manila, must as yet be con- 
sidered a commercial experi- 
ment. They can carry, on 
short hops, 47 passengers, 
substantially more mail and 
express than the Sikorsky’s, 
cruise at about the same 
speed and rate 54 per cent 
in useful load, a new high 
in airplane efficiency. But 
pay load on relatively short 
flights, such are most of those 
in the West Indies, Central 
America and South American 
services is one thing and long 
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hops across the Pacific—especially from San Francisco to 
Honolulu—are something else again because of the sub- 
stantial percentage of total load that must be given to fuel 
and oil. Three of these ships cost a total of about $2,000,000, 
a very large investment. Probably they could be built for 
less in the future, for initial development cost is heavy. 

The point is that we do not know when Pan American 
planes will reach even relative stabilization in design and 
cost. Meanwhile obsolescence is an important factor, in- 
volving continuous expansion of the capital investment. We 
are not speaking here of depreciation, which for properly 
serviced planes is much slower than popularly supposed. 

Again, Pan American on its Latin-American routes is 
not far from capacity business on the average, various lines 
at present being booked solid for many weeks ahead. While 
there are, of course, wide variations in available commer- 
cial load on the different routes, there is little question but 
that increasing business—entirely apart from obsolescence 
of equipment—will necessitate further capital investment. 

Since the company’s equipment purchasing fund, built 
up to more than $5,000,000 by the close of 1933, had 
fallen to $852,250 at the close of last year and since a 
capital expansion program of at least $2,500,000 is indi- 
cated for this year, it seems plain that the company will 
soon have to do some more stock financing. 


Earnings and Dividend Prospects 


For several reasons, an increase in the $1 dividend would 
not seem logical for some time to come. Net profit last 
year of $1,193,732 was equal to $1.85 per share, against 
$1,064,471 or $1.68 per share in 1934. Ratio of current 
assets to current liabilities at the close of the year was 
only approximately 3 to 1. While cash of $2,674,527 
would appear a comfortable amount, it is not large in rela- 
tion to the company’s needs for additional equipment. 

Moreover, as long as the company is the beneficiary of 
any United States Government subsidy, it would seem to 
this analyst to be not quite the proper strategy to pay more 
than a modest dividend. That subsidy was reduced last 
year by about $1,000,000 to a total of approximately $4,- 
800,000 gross but nevertheless constituted not much less 

(Please turn to page 559) 
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Business Ponders the 
Patman Law 


Out-Lawing of All Forms of Price Discrimination May 
Have Broad Effect on Profits in Many Industries 


By Henry D. RaLpx 





The spirit of the Patman Law is that 
no man selling a commodity may dis- 
criminate in price, or in any com- 
ponents of price, between his customers 
or between the competitors of his cus- 
tomers where the effect may substan- 
tially lessen or injure competition. 





‘Tee new Robinson-Patman law, tightening the price 
discrimination prohibition of the Clayton anti-trust act, has 
created confusion in the ranks of business. 

Because its sponsors called it an “anti-chain store bill” 
the measure did not receive widespread attention of busi- 
ness men while it was under consideration by Congress. 
Actually the new law, signed by the President June 19, 
affects every sale in interstate commerce and some sales in 
intrastate commerce, sales of every type of commodity 
whether consumer goods or producer goods, sales to every 
type of purchaser whether consumer, retailer, jobber, or 
manufacturer. Virtually no business selling or buying any 
commodity is exempt. Practically every trade practice 
having a bearing on price must be examined to see that it 
conforms with this sweeping new law. 

“How does this Patman law affect my business? Where 
can I find out?” These are questions everyone is asking. 
Unfortunately there is no official authoritative answer. 
Most trade association executives, scores of trade practice 
attorneys, are attempting to give answers, but these are all 
opinions. Many are very good opinions but they can be 
nothing more than that. Some opinions are in direct conflict 
with others. 

Like most statutes, the Patman law uses general terms 
although it applies to intricate details of price structures 
and selling methods. Interpretation and application will be 
by the Federal Trade Commision and the courts. Clarifica- 
tion will come slowly, case by case. Court rulings under 
the original Clayton act and statements of members of Con- 
gress in debating the Patman bill are of some help in con- 
struing the new law, but are not authoritative. The Trade 
Commission has not made, probably will not make, any 
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general regulations or interpretations but will attempt tof 


apply the law to each set of facts as complaints arise. 

Some attorneys say the new law is so shot through with} 
vagaries, inconsistencies, and outright unconstitutionalitie 
that it will never be enforced. They can put up some goo 
arguments for their position, but unless and until the Su 
preme Court throws it out completely it remains the law and 
must be followed by all business men who do not .care to 
risk court action. 

The best legal advice is to make all reasonable efforts t 
comply with the spirit of the law, letting those who wil 
argue fine points of interpretation before the Federal tribu 
nals. There will be plenty of such arguments in due course 

The spirit of the Patman law is that no man selling : 
commodity may discriminate in price, or in any of the com 
ponents of price, between his customers or between the 
competitors of his customers where the effect may sub 
stantially lessen or injure competition. 

This essential objective should always be kept in min¢ 
when questioning whether a certain trade practice is affected 
by the law. Some say the Patman law repeals the “rule of 
reason” from the Clayton act. But no law which is not 
applied in a reasonable way will stand up long. The Tra 
Commission may get all tangled up in details and make 
some picayunish decisions, but in the long run the law wil 
have to be interpreted in a rather liberal fashion. But thi 
does not imply that the law can be ignored. On the con 
trary, it applies to every sale, every business, and ever 
executive should overhaul his selling practices to avoid gros 
and obvious violation. 

Before discussing some of the obvious violations it may 
be well to say a few words about the law itself. The 
Robinson-Patman act is not lengthy. It consists of four 
sections, of which only Sections 1 and 3 have general appli 
cation. Section 1 is an amendment to Section 2 of th’ 
Clayton act, restating the prohibition against price discrim 
ination in tighter language and adding several rather specifi 
definitions of what constitutes discrimination. Althougi 
apparently specific, lawyers say there is a law-suit in ever} 
word. The Clayton act is enforceable primarily by th 
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Federal Trade Commission through the process of issuini 
complaints, holding hearings, making cease-and-desist orders 
and having these appealed to the courts. But the Depart 
ment of Justice can bring suits under this law and also an} 
individual who feels discriminated against because of 


violation may bring suit against a violator for triple damagef}___ 
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Section 3 of the law was originally the Borah-Van Nuys 
bill, but was added bodily as an amendment to the Patman 
bill. It also prohibits discrimination but in less specific terms 
than Section 1, and furthermore prohibits geographical 


price differences which injure competition, or any sales “at 
' unreasonably low prices’ (no definition of this) anywhere 
| for the purpose of destroying competition. The courts will 


probably rule that Section 3 is not a part of the Clayton act, 
and that therefore it stands alone as a new and separate anti- 
trust act, enforceable only by the Department of Justice, 
and, since it carries criminal penalties (Clayton act does 
not), will be strictly construed against the government in 
favor of defendants. 

It is Section 1, with its six sub-sections, that is the greatest 
current worry to business men, for it unquestionably calls 
for immediate revision of many selling methods. 

“Discrimination” and “competition” are the key words of 
the act, the yard-stick by which trade practices must be 
judged. Scores of common and long-used business practices 
which involve open or subtle price differences thus come 
within the pale of the law. 

But every difference in price is not necessarily a dis- 
crimination. There must be some relationship between the 
parties which entitles them to equal treatment—competition. 











tempt “f Even then discrimination is not illegal unless “the effect 
= | j may be to injure, destroy, or prevent competition with any 
ugh with} person who either grants or knowingly receives the benefit 
Honalities of such discrimination, or with customers of either of them.” 
ome go“} This quoted phrase brings out two important ways in 
| the Su} which the Patman law enlarges the Clayton act. Buyers 
2 law andl are equally guilty with sellers if they knowingly get the 
t care toh benefit of a price discrimination—thus preventing buyers 
from using a club over sellers to get special treatment. Also, 
efforts to} the competition which must be preserved is competition 
who wil among sellers, among their customers, or among the cus- 
ral tribvf tomers of their customers—or among any of them. If dis- 
le COUIS. crimination injures a single competitor, not the competitive 
selling af feld generally, it is now illegal. 
the comf Quantity discounts exist in every trade. Are they now 
ween the 
May SUD Ih emeeems . 
ate The Robinson-Patman Law should not 
rule of bring paralysis to distribution trades, but it 
+s in a should bring a complete overhauling of all 
he Tratk selling practices. ; 
nd aa ' Compliance can best be gained by elim- 
‘lew a inating all secret arrangements, by making 
B a public all price schedules. 
* ee Chain stores, mail order houses and other 
eS big retailers may lose some of their special 
nd — discounts and allowances. They may be 
oid gf = driven to do more of their own manufactur- 
ing or buy manufacturers’ complete output. 
if = Th Manufacturers may have difficulty justify- 
ut. i* ing from a cost accounting standpoint their 
| of foul discounts to small distributors. 
ral app! Prices in general may rise during the 
2 of ti early stages of the law, but after competi- 
: discti™} tien becomes equalized no marked effect on 
-r specif prices is expected. 
Althougy If the act is strictly interpreted and ap- 
in evel? plied literally to every detail of our compli- 
y by th cated system of distribution, it will do more 
f issully ~~ harm than good. But if business attempts 
st ordet} tg comply with the spirit of the law, the gov- 
> Depa} ernment may be counted upon to do the 
also al} = same. 
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discriminatory? In many cases they may be. Subsection (a) 
states: “Provided, that nothing herein contained shall pre- 
vent differentials which make only due allowance for dif- 
ferences in the cost of manufacture, sale or delivery result- 
ing from the differing methods or quantities in which such 
commodities are to such purchasers sold or delivered.” This 
permits quantity discounts, but the catch is “only due allow- 
ance.” If a manufacturer sets a list price on case lots of a 
stock item and then offers all customers 5 per cent off for 
a dozen cases, 10 per cent for a carload, and 25 per cent 
for 10,000 cases, is he making “due allowance” for differing 
costs of manufacture, sale or delivery? That is a question of 
fact, and he may be called on to prove it. 

Here is where accountants have their inning under the 
Patman law. Most quantity discounts are arbitrary. They 
may satisfy the man who makes them, but they may not 
satisfy the F T C or the courts in case customers complain. 
The seller may pass on to the buyer no more than the actual 
saving resulting from the quantity of purchase or the 
method of purchase such as mail order versus salesman’s 
solicitation, and cost accountants can argue at length over 
proper allocation of manufacturing costs, overhead, selling 
and shipping expense. 


The Problem of Quantity Discounts 


Some big buyers contend that the new law requires sellers 
to give them quantity discounts based on total savings in 
quantity selling, but most attorneys think this is untenable; 
that quantity discounts are not required but when given 
must be no more than the actual saving. 

However, there is one place where the Trade Commission 
can step in and set the quantity discount. That is where it 
finds that the number of purchasers able to take advantage 
of a large quantity discount for a particular class of goods 
is so few that these large buyers get a differential which 
results in discrimination against smaller competitors or tends 
to give the favored customers a monopoly. 

Cash discounts are not directly covered by the Patman 
law, and existing scales of discounts probably need not be 
disturbed provided they are applied impartially to all cus- 
tomers. It would be discrimination to allow cash discounts 
to some customers not paying promptly while forcing others 
to pay when due. 

Quality differentials are a big problem. The law says 
there must be no discrimination in respect of commodities 
of like grade and quality. Here is where private brands 
come into the picture. Some authorities say the law will 
eliminate private brands, others that chain stores will be 
driven to private brands more than ever. If a manufacturer 
making a nationally advertised brand of goods also makes a 
somewhat inferior grade which he sells exclusively to a dis- 
tributor under the latter’s private brand there is a difference 
in quality which should justify a difference in price. But 
where the two labels go on different lots of the same grade 
of goods the price should be the same in equal quantities. 
Manufacturers will argue that the good will, reputation, 
etc., attaching to a nationally-advertised brand adds some- 
thing of value which a private brand does not have, and 
that the two are not of the same quality, but the courts may 
not be able to see the distinction. Certainly the courts 
are not to be expected to wink at evasion of the law through 
the creation of a large number of special brands or minute 
differences in grade or quality. Practical considerations and 
trade custom will be the rule here. 

Trade discounts, or functional differentials, may or may 
not be outlawed, depending on the facts in each case. As 
originally introduced, the Patman bill would have permitted 
a manufacturer to classify customers as consumers, retailers, 

(Please turn to page 554) 
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Picture Prospects 


and Profits 


By C. F. Morcan 


[+ is probable that at no time since the discovery that 
the novel motion picture—up to then used chiefly to drive 
patrons of the vaudeville theaters from the house to make 
room for another audience—could be made to tell a story, 
have the movies been as well off actually, potentially, tech- 
nically and financially, as they are today, notwithstanding 
the presence of a few flies in the film emulsion. However, 
these celluloid muscae domesticae are annoying, pestiferous, 
but they have always been with the industry since the first 
camera turned, and we'll reserve them for a little gentle 
swatting until later in these lines. 

Earnest students of the financial pages cannot have 
missed observing the strength and upward trend of motion 
picture securities and may have wondered if there is solid 
ground beneath the movement, or if it is merely one of 
the industry’s spasmodic flickers. This writer has no hesi- 
tation in expressing the conviction that the strength is 
genuine and may be expected to continue for some years 
to come. There are, of course, reasons for such conviction, 
as for example: 

The motion picture is one of the very few businesses that 
deal with the public on a strictly cash basis; it is now the 


522 


accepted national form of the drama, having almost entirely 
replaced the commercial stage; it is turning out the best 
product of its thirty years of history; its patronage now 
equals within a few thousand a week its peak of six of 
seven years ago when over 100,000,000 persons per week 
pushed their silver across the glass slides of the box offices, 
and there is little competition on the horizon. And—its 
returns are sufficient to provide dividends. 

Casting an eye over the competitive field one visions 
nothing of immediate menace, for television still suffers 
from technical inadequacies and under-development and 
public interest in professional sport has unquestionably 
dwindled in recent years. While in a sense radio is com- 
petitive and undoubtedly has affected picture theater attend- 
ance, it also has served as a useful advertising medium for 
the pictures. Picture exhibitors affect to believe that the 
presence of picture artists on radio programs hurt their 
business, but the fact is they help picture attendance. And 
then there is that congenital gregariousness of the human 
animal which urges him to seek the company of his kind in 
taking his amusement. A lady with a new dress finds no 
satisfaction in displaying it in the family living room while 
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listening to Burns and Allen. She does get a thrill from 
dragging it across a crowded movie lobby, and most prob- 
ably always will. 

Regarding the statement that pictures have improved in 
quality, there need be no hesitation in attributing much of 
this to the sheer necessity developed as a result of the cam- 
paign of the Legion of Decency for cleaner pictures. De- 


| prived of smut entertainment values have—perforce—risen 


markedly, and with higher entertainment values have come 
increased patronage. Admittedly this has been a tremendous 
shock to producers, distributors and exhibitors of motion 
pictures; this discovery that decency earns more dollars 
than dirt, and most of them still regard the financial state- 
ments validating this incomprehensible fact with puzzled 
frowns. They still feel there is something wrong about it. 

By this time many thousands of persons engaged in the 
picture business have grasped the truism that a morally 
questionable picture is a lazy man’s picture. A thrill could 
always be provided by a studio with a little daring; distribu- 
tors could invariably pep up their salesmen with a promise 
of salaciousness and exhibitors found it easy to lure a 
certain type of patron with promise of a little something 
“hot.” With the return of audiences to see better pictures 
tas come the revelation that there are more clean-minded 
folk in America than the other kind, which constitutes 
incomprehensible jolt number two. Of course part of the 
upturn is due to the steady improvement of business, but 
the combination of better pictures and better business is 
nothing ephemeral but should prove lasting, which spells 
solidity and profits. 


Danger of Rising Costs 


But there are those—er—muscae domestica—you know, 
flies, that we spoke of earlier. All, or nearly all, of them 
have to do with rising costs; one or two with that malignant 
ailment known as “double billing.” And the tycoons of 
the industry don’t seem to know how to swat them. 

In production, part of the upturn in costs is due to the 
scarcity of star players. Recently a Hollywood trade paper 
printed the fact that there were only fifty box office names 


in the industry and printed a list. Let’s peer into this a 


trifle analytically. 

More than five hundred feature productions will be 
made this season. To cast these with attractive box office 
personalities is a job. Now a few years ago stars got 
salaries. Now the more prominent ones ask—and get—a 
flat sum per picture. Frederic March is said to insist on 
$200,000 per picture with a maximum of four pictures a 
year! Claudette Colbert values her services at $160,000 
per picture and since his success in “The Informer” Victor 
McLaglen is wanting $100,000 per picture. Then there 
are the high salaried people under contract to the studios. 
The Garbos, Gables, Shearers, Harlows, Coopers, et al. 
But there are relatively few of these so the studios borrow 
them from each other at several times their contract salaries. 
Why won’t the studios develop new stars and at least give 
newscomers a chance? Apparently the risk is too great. 
With half a million expense budgeted for a single picture 
the producer feels he must play safe so he borrows or hires 
exorbitantly the known box office personalities. 

Last year it was estimated that the average picture cost 
was about $275,000. This ran from the two-million feature 
down to the $100,000 “B” picture. This year it is esti- 
mated the average runs to $350,000. Materials costs are 
higher—the lumber, steel, hardware, cement and so on, 
while the last union agreement upped the wages of the 
crafts in the studios by 15 per cent. Then the actual per- 
sonnel of the studio lots is on the rise. More people are 
needed to make pictures as the technical processes increase 
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or become more complicated. Then, once there was the 
story writer and the director to make the picture. Next 
came the “supervisor.” Now the supervisor has become an 
associate producer and of late we have viewed the appear- 
ance of the assistant associate producer. 

And the writing costs are getting lofty, not necessarily 
the prices paid to authors of stories, but because most of the 
writing on the studio lots is now done by committees of 
writers running from three to eight and getting salaries of 
from three hundred to $2,500 a week, which may run 
script preparation up to $150,000. Privately, when the 
writing committee gets through writing there begins the 
squabble over whose name gets on the screen, and that 
often winds up in an arbitration board! 

Many of the studio heads have been in the business 
almost from its beginning, so the question begins to appear 
—who is in the offing to replace Messrs. Mayer, Zukor, 
Warner, Goldwyn, Thalberg, etc., when these gentlemen 
cease producing? And that’s a very annoying fly because 
running a studio is vastly different from running a factory 
or a big commercial establishment, requiring talent of a 
special order. And when a competent guiding hand is 
absent from the throttle there ensues confusion and other 
griefs. There is the recent case of Paramount where an 
indeterminate policy as to control of the studio caused real 
trouble. We need not blink the fact that all is not complete 
harmony on two big studio lots at this time, which may 
yet cause a shift in the top spots. 

The entry of Dr. A. H. Gianini of the Bank of America 
into the guidance of United Artists may spell this or that 
according to one’s point of view. The explanation gen- 
erally held in Hollywood is that the Bank of America 
supplied the finances for certain United Artists productions 
and that a careful scrutiny of operations may be wise. 
There is the classic tale of the bank which made a large 
loan to a raincoat manufacturer and on the date on which 
the note fell due was informed by the manufacturer that 
it was now in the raincoat business. The extent to which 
the Gianini exam- 
ple may be fol- 
lowed depends up- 
on the banker, 
perhaps. The good 
doctor knows all 
about the movies. 

A moot subject 
just now is color 
and its effect upon 
the business. Po- 
tentially it looks 
like an asset if we 
are to consider the 
success of “The 
Trail of the Lone- 
some Pine.” But is 
there to be enough 
popular demand to 
justify the addi- 
tional 25 or 30 
per cent additional 
cost? Will an ad- 
ditional $100,000 
for color bring in 
5,000,000 addition- 
al quarters to the 


box offices where 
the picture is 
shown? That is 
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Prospects 


and Profits 


By C. F. Morcan 


[+ is probable that at no time since the discovery that 
the novel motion picture—up to then used chiefly to drive 
patrons of the vaudeville theaters from the house to make 
room for another audience—could be made to tell a story, 
have the movies been as well off actually, potentially, tech- 
nically and financially, as they are today, notwithstanding 
the presence of a few flies in the film emulsion. However, 
these celluloid muscae domesticae are annoying, pestiferous, 
but they have always been with the industry since the first 
camera turned, and we'll reserve them for a little gentle 
swatting until later in these lines. 

Earnest students of the financial pages cannot have 
missed observing the strength and upward trend of motion 
picture securities and may have wondered if there is solid 
ground beneath the movement, or if it is merely one of 
the industry’s spasmodic flickers. This writer has no hesi- 
tation in expressing the conviction that the strength is 
genuine and may be expected to continue for some years 
to come. There are, of course, reasons for such conviction, 
as for example: 

The motion picture is one of the very few businesses that 
deal with the public on a strictly cash basis; it is now the 
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accepted national form of the drama, having almost entirely 
replaced the commercial stage; it is turning out the best 
product of its thirty years of history; its patronage now 
equals within a few thousand a week its peak of six of 
seven years ago when over 100,000,000 persons per week 
pushed their silver across the glass slides of the box offices, 
and there is little competition on the horizon. And—its 
returns are sufficient to provide dividends. 

Casting an eye over the competitive field one visions 
nothing of immediate menace, for television still suffers 
from technical inadequacies and under-development and 
public interest in professional sport has unquestionably 
cwindled in recent years. While in a sense radio is com- 
petitive and undoubtedly has affected picture theater attend- 
ance, it also has served as a useful advertising medium for 
the pictures. Picture exhibitors affect to believe that the 
presence of picture artists on radio programs hurt their 
business, but the fact is they help picture attendance. And 
then there is that congenital gregariousness of the human 
animal which urges him to seek the company of his kind in 
taking his amusement. A lady with a new dress finds no 
satisfaction in displaying it in the family living room while 
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listening to Burns and Allen. She does get a thrill from 
dragging it across a crowded movie lobby, and most prob- 
ably always will. 

Regarding the statement that pictures have improved in 
quality, there need be no hesitation in attributing much of 
this to the sheer necessity developed as a result of the cam- 
raign of the Legion of Decency for cleaner pictures. De- 
prived of smut entertainment values have—perforce—risen 
markedly, and with higher entertainment values have come 
increased patronage. Admittedly this has been a tremendous 
shock to producers, distributors and exhibitors of motion 
pictures; this discovery that decency earns more dollars 
than dirt, and most of them still regard the financial state- 
ments validating this incomprehensible fact with puzzled 
frowns. They still feel there is something wrong about it. 

By this time many thousands of persons engaged in the 
picture business have grasped the truism that a morally 
questionable picture is a lazy man’s picture. A thrill could 
always be provided by a studio with a little daring; distribu- 
tors could invariably pep up their salesmen with a promise 
of salaciousness and exhibitors found it easy to lure a 
certain type of patron with promise of a little something 
“hot.” With the return of audiences to see better pictures 
tas come the revelation that there are more clean-minded 
folk in America than the other kind, which constitutes 
incomprehensible jolt number two. Of course part of the 
upturn is due to the steady improvement of business, but 
the combination of better pictures and better business is 
nothing ephemeral but should prove lasting, which spells 
solidity and profits. 


Danger of Rising Costs 


But there are those—er—muscae domestica—you know, 
flies, that we spoke of earlier. All, or nearly all, of them 
have to do with rising costs; one or two with that malignant 
ailment known as “double billing.” And the tycoons of 
the industry don’t seem to know how to swat them. 

In production, part of the upturn in costs is due to the 
scarcity of star players. Recently a Hollywood trade paper 
printed the fact that there were only fifty box office names 


' in the industry and printed a list. Let’s peer into this a 


trifle analytically. 

More than five hundred feature productions will be 
made this season. To cast these with attractive box office 
personalities is a job. Now a few years ago stars got 
salaries. Now the more prominent ones ask—and get—a 
flat sum per picture. Frederic March is said to insist on 
$200,000 per picture with a maximum of four pictures a 
year! Claudette Colbert values her services at $160,000 
per picture and since his success in “The Informer” Victor 
McLaglen is wanting $100,000 per picture. Then there 
are the high salaried people under contract to the studios. 
The Garbos, Gables, Shearers, Harlows, Coopers, et al. 
But there are relatively few of these so the studios borrow 
them from each other at several times their contract salaries. 
Why won't the studios develop new stars and at least give 
newscomers a chance? Apparently the risk is too great. 
With half a million expense budgeted for a single picture 
the producer feels he must play safe so he borrows or hires 
exorbitantly the known box office personalities. 

Last year it was estimated that the average picture cost 
was about $275,000. This ran from the two-million feature 
down to the $100,000 “B” picture. This year it is esti- 
mated the average runs to $350,000. Materials costs are 
higher—the lumber, steel, hardware, cement and so on, 
while the last union agreement upped the wages of the 
crafts in the studios by 15 per cent. Then the actual per- 
sonnel of the studio lots is on the rise. More people are 
needed to make pictures as the technical processes increase 
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or become more complicated. Then, once there was the 
story writer and the director to make the picture. Next 
came the “supervisor.” Now the supervisor has become an 
associate producer and of late we have viewed the appear- 
ance of the assistant associate producer. 

And the writing costs are getting lofty, not necessarily 
the prices paid to authors of stories, but because most of the 
writing on the studio lots is now done by committees of 
writers running from three to eight and getting salaries of 
from three hundred to $2,500 a week, which may run 
script preparation up to $150,000. Privately, when the 
writing committee gets through writing there begins the 
squabble over whose name gets on the screen, and that 
often winds up in an arbitration board! 

Many of the studio heads have been in the business 
almost from its beginning, so the question begins to appear 
—who is in the offing to replace Messrs. Mayer, Zukor, 
Warner, Goldwyn, Thalberg, etc., when these gentlemen 
cease producing? And that’s a very annoying fly because 
running a studio is vastly different from running a factory 
or a big commercial establishment, requiring talent of a 
special order. And when a competent guiding hand is 
absent from the throttle there ensues confusion and other 
griefs. There is the recent case of Paramount where an 
indeterminate policy as to control of the studio caused real 
trouble. We need not blink the fact that all is not complete 
harmony on two big studio lots at this time, which may 
yet cause a shift in the top spots. 

The entry of Dr. A. H. Gianini of the Bank of America 
into the guidance of United Artists may spell this or that 
according to one’s point of view. The explanation gen- 
erally held in Hollywood is that the Bank of America 
supplied the finances for certain United Artists productions 
and that a careful scrutiny of operations may be wise. 
There is the classic tale of the bank which made a large 
loan to a raincoat manufacturer and on the date on which 
the note fell due was informed by the manufacturer that 
it was now in the raincoat business. The extent to which 
the Gianini exam- 
ple may be fol- 
lowed depends up- 
on the banker, 
perhaps. The good 
doctor knows all 
about the movies. 

A moot subject 
just now is color 
and its effect upon 
the business. Po- 
tentially it looks 
like an asset if we 
are to consider the 
success of ‘The 
Trail of the Lone- 
some Pine.” But is 
there to be enough 
popular demand to 
justify the addi- 
tional 25 or 30 
per cent additional 
cost? Will an ad- 
ditional $100,000 
for color bring in 
5,000,000 addition- 
al quarters to the 
box offices where 
the picture is 
shown? That is 

(Please turn to 

page 557) 
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Significant Foreign Events 


By Georce W. BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


Spain—The Political Laboratory 


The Spanish rebellion may, in the light of history, be 
viewed as a laboratory case, testing the relative strength 
xf the red and white corpuscles in the European body 
politic. The insurrection is more than a civil war: it is 
more than a national ordeal: it represents a struggle for 
supremacy between two surging currents of political thought 
—1nternational socialism or national fascism. 

Between these two regimes there is little to choose. Still, 
in the sweeping transition which is changing the destiny 
of peoples, everyone must take sides. It all depends whether 
you as an individual prefer to be classified as a number 
under a dictatorship of the proletariat or a dictatorship 
#f the military. The youthful Republic of Spain, with its 
record of chaotic governmental change, proved a model 
specimen for experimentation in modern political practice. 

Whether the forces of bolshevism or the forces of mili- 
tarism achieve an ultimate victory in Spain will have 
little importance in world affairs. 

The significance lies in the fact that parliamentary 
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Wide World Photo 
International Socialism vies with National Fascism in Spain's 


Civil War 


democracy can hardly survive and that this germ of class 
conflict which has already afflicted the populations of 
Europe may develop into an epidemic. 

Should the Spanish reactionaries succeed, the French 
Front Populaire would face a formidable triumvirate of 
armed Fascist dictators. Hence the initial temptation of 
the Blum Government to oblige the Spanish Socialists in 
the matter of arms and the willingness of private Italian 
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interests to do likewise for the rebel Fascist faction. Herein, 
of course, lies the danger to world peace that is inherent 
in the Spanish situation. On the surface there is broad 
recognition of this and an apparent willingness to stay out 
of the Spanish mess, officially at least. But covert aid and 
the acts of private sympathizers in other countries, such 
as the flocking of socialistic minded Frenchmen to the 
standard of the Spanish loyalist forces, continues to charge 
the situation with grave possibilities. 

Britain is keenly alive to these hazards, and mindful of 
the historical precedent of the French Revolution, is ac- 
tively tuning up her armament industry. She is taking no 
chances either with a stay-in strike or a “levee en masse” 
across the Channel. 

The Continental press is prone to insist that there is 
only one alternative to Communism, and that is Fascism. 
British public opinion at this stage—and we believe Ameri 
can public opinion as well—do not agree. There is an: 
other alternative. The alternative to Communism is Con: 
servatism. 

Early State Department actions to protect Americans in 
Spain are now proved justified. International lawyers are 
studying confiscation of American property, not with hope 
of preventing such, but to be ready with claims when 
the time comes. Embargoes on arms shipments cannot be 
invoked under our neutrality law as long as the conflict 
remains purely civil war. 

Spanish-American trade, never heavy, probably will not 
be injured seriously unless fighting continues long. Ample 
supplies of customary Spanish imports are reported to be 
in stock here. Our citrus trade may boom as result of 
interference with Spain’s shipments to important markets. 


wwe 


Germany—Mittel-Europa in the Making 


“The drive toward the East” has been one of the most 
cherished elements of German foreign policy; it was a 
drive that was to have launched the Bagdad railway and 
which today reappears with the conclusion of a peace with 
Austria. Austria is the corridor through which Germany 
must move in any economic or financial expansion toward 
the East. American and French motor manufacturers 
watch the advance of these two German-speaking nations 
into the Balkans with concern. Both Austria and Germany 
offer to the Balkan States a market for raw materials and 
foodstuffs which neither the Americans nor French can 
imitate. Without any exchange of cash, Bulgaria shipped 
tobacco up the Danube, received 300 automobiles from 
the Steyr works in Austria, cut in on the quotas of Ameri- 
can tobacco and automobile salesmen in Bulgaria. But 
eventually the gradual raising of the standard of living 
of both Balkan and Central European States through such 
exclusive trades must increase the demand for products 
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of American origin. In the meantime it is interesting to 
note that German motor exports advanced from 8,488 cars 
and trucks for the first five months of 1935 to 14,338 for 
the corresponding period of 1936. 

Beneath the new German accord with Austria is un- 


| earthed an obscure detail connected with sanctions. Austria 
| has not yet received payment for the record exports to 
) Italy while sanctions were in force. Germany, on the other 


hand, has been practically paid in full. It is believed that 


| the Italians liquidated their obligations to Germany by 
| transferring investments of stocks in Austrian industrial 


corporations, as well as blocks of Austrian international 
loans. The pressure which Germany could bring to bear 
through the possession of these holdings might not be 
inconsiderable in clearing the German route to the East. 

The degree of dependence upon Rumania by the new 
Danube combination still remains obscure. The French 
money market apparently exhausted, Rumania turned re- 
cently to Czecho-Slovakia for financial support, floating 
aloan in Prague. If Rumania trades with the new group, 
Austria and Germany will welcome the Rumanian oil 
supply; if Rumania stands by her waning French friend- 
ship, the Third Reich may be able to supply both its own 
needs and those of its neighbor in gasoline. The synthetic 
process invented by Professor Burgies and applied by the 
A. G. Farbenindustrie in the LeunaWerke near Leipzig 
is reported to supply 400,000 tons annually of combustible, 
or one-fourth of the German demand. The first plant 
produced 100,000 tons, cost 60,000,000 marks operated 
on the basis of competitive market prices. If Germany 
could offer Austria a motor fuel, the new accord would 
fortify both States. 


x © 
The Near East—Religious Logrolling 


Press comment has practically overlooked the importance 
of the growing Arabian National movement which is so 
closely connected with the wider Moslem movement. Syria 
asserts a desire to declare her independence and to join 
the Arabian confederation. Palestine Arabs claim the ful- 
fllment of the British promises of 1916; Egypt manifests 
a tendency to kick over the traces, balloting four-fifths 
of the votes in the last election for the Party whose Pan- 
Arabian aspirations are well known, in the hope of Brit- 
ish capitulation and the withdrawal of at least a part of 
the Cairo garrison. 

France’s Iraq is also balking—has denounced the Man- 
cate—proclaims a new Constitution with the Syrian Gov- 
emment supreme. Of course France will jealously guard 
her only national oil property—the pipeline from Tripoli 
to the Mesopotamian oilfields. Still, the stiff Syrian re- 
sistance must be regarded as a wave of the general Islamic 
advancing tide—a manifestation strangely enough once 
prophesied by the British agent, Lawrence. 

The idea of a union between Syria, Transjordania and 
Palestine is very much alive in the minds of the Arabs. 
Ibn Hussein cherishes dictatorship ambitions—dreams of an 
autonomous Arabian state. Non-aggression and, later, mu- 
tual assistance treaties have already been concluded in 
Geneva between Turkey, Iraq, Iran and Afghanistan. Un- 
settled European conditions, the Italo-Abyssinian conflict, 
Italo-British competition in the Mediterranean, French 
political disorder, have more closely cemented the countries 
of the Near East in a common cause. The fear of being 
crushed between the nutcracker of the Soviet Union on 
the north and Great Britain on the south, the fear of 
being involved in European complications, has subordinated 
conflicting local interests of the near-eastern and Arabian 
States. Still, the economic importance of Great Britain 
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and her authority in international affairs are fully recog- 
nized. The new Arabian confederation does not wish to 
burn its bridges if England is to remain the dominant 
power in the Near East—will not oppose the proprietor- 
ship of British oil interests in this part of the world or 
attempt to obstruct the British air route to India. In return, 
the Arabian States expect to benefit from British commer- 
cial and financial support. 





Wide World Photo 


Entrance to the Citadel at Aleppo, Syria—The Arabs are 
currently seeking a union of Syria, Transjordania and 
Palestine 


Although since the conquest of Abyssinia by Italy the 
general outline of the near-eastern situation remains the 
same, a new element has been introduced—the avowed 
sympathy of Mussolini toward the Moslems in Africa. 
What conspiracy Mussolini is concocting to stir up anti- 
British sentiment remains to be seen, but great dreams 
awaken among the Moslem people and were thus expressed 
at a festive banquet at Damascus: “Our country will be- 
come a great power—a power of the Omayads and Harun- 
al-Rashid will arise again.” 


x ww 


Bank of England—Gold Reserves Up 100 Per Cent 


A glowing account of the progress being achieved in 
South Africa was given by the Chairman of the Bank of 
South Africa at the July directors’ meeting. Improvement 
throughout the year is attributed largely to the expansion 
of the gold-mining industry. The value of the total mineral 
output of the Union was recorded as £52,988,458 sterling 
in 1935, as compared with £50,446,783 in 1934. Taking 
into account the currency premium on gold, the value was 
placed at £83,460,236. Meanwhile, the Bank of England 
has persistently pursued its policy of gold purchases, and 
according to forecasts made in London financial circles, 
the Bank of England at the end of August will have in- 
creased its gold reserves by 100 per cent since 1932. 

Some authorities still hold fast to the opinion that 
future stabilization discussions will include a proviso for a 
general remodelling of monetary parities, and that this 
possibility, coupled with continued gold purchases by the 
Bank of England and anticipated credit expansion, might 
tend to raise the price of the yellow metal slightly above 
present levels despite last year’s increased output. 
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Mid-Year Dividend Forecast 


Part II— Motors and Accessories, Tires, 
Foods, Chemicals, Tobaccos, Public Utilities 


‘Tee first half of the year has been remarkable for the 
persistence of the upward trend in business activity and in 
corporate profits. Early August shows no evidence of a 
third quarter recession of more than mild seasonal propor- 
tions and there is a basis for hope that probable recession 
in September will be neither of serious scope nor of 
more than brief duration, depending largely on the tapering 
off of present active steel production and the length of time 
the motor industry will spend in 


certainly exert a moderating influence on_ legislation, 
On the whole, therefore, in respect to company earnings 
and dividends, this second half-year should be the best such 
period since the recovery cycle began in 1933. The trend 
of dividend distributions is strongly upward, reflecting en- 
larged profits and a greater willingness to pass along the 
benefits to shareholders. In this the new Federal undistrib- 

uted earnings tax will certainly exert some influence. 
It is to serve the individual 
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changing over to the 1937 mod- 
els now in process. 

The course of the stock mar- 
ket recently can only reflect op- 
timism both as to the longer 
prospect for business volume, 
profits and dividends and as to 
the outlook for the second half 
of the year. The drought, al- 
ready relieved in many areas by 
rain, is not expected to be a ma- 


ings. 


jor business factor. Political INDUSTRY 
fears have waned considerably Active; further progress 
indicated. 


B—Active; further progress 
may be slow. 
C—Depressed; prospects for 
recovery favorable. 

D—Depressed; no nearby 
improvement indi- 
cated. 


on the evidence supplied by 
straw votes that the election is 
likely to be close, in which event 
there should be a more even 
balance of power in the next 
Congress. This would almost —— 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters, A, B, C, D, are used in 
connection with the industry according to the 
current and prospective activity in the field. 
These letters are not concerned in any way 
with individual companies. 
1, 2, 3, 4, are used for rating the company on 
its earning power, current and prospective. 





tor that this Semi-Annual Div 
idend Forecast of THE Maca 
ZINE OF WALL STREET is pre- 
pared. Part I, covering the lead- 
ing companies in steel, metals, 
equipments, railroads, liquors 
and amusements, appeared in the 
preceding issue. Part III will ap- 
pear in the issue of August 29 
and will deal with the oils, avia- 
tion shares, building, chain and 
department store stocks, mail or: 


The numbers 


COMPANY 
1—Good earning power; 
substantial gains in- 


dicated. der and miscellaneous companies. 
= t rni 
¥ en ee The tables and comment com: 


38—Gain in earning power 
may be slow. 

4—Earnings outlook un- 
favorable. 


prising this feature are accom: 
panied by our investment rat- 
ings, which are explained in the 
accompanying table. 





PROSPECTS STILL FAVORABLE 
TO MOTORS 


As the 1936 automobile season draws to a close, one finds 
it dificult to comment upon this blue-ribbon industry in other 
than superlative terms. Production this year is expected to 
reach a total of more than 4,500,000 passenger vehicles and 
trucks and unit sales may equal, if not exceed, the 1928 
volume. The amazing vitality of the automobile industry 
has been one of the most potent forces contributing to our 
struggle to emerge from the depression and at this time, at 
least, there is no evidence of a possible slowing-up in the 
industry to a point which would make it necessary for other 
industries to take up the slack in order to maintain the 
current momentum of the recovery movement. 

Typical of the progressive character of the automobile 
industry was its willingness to undertake an important ex- 
periment, and one which was regarded with frank skepti- 
cism in some quarters, last year. The date of the introduc- 
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tion of new models was shifted two months ahead. The 
primary purpose in revising an old-established custom was to 
stabilize employment within the industry. Sufficient data 
is now available to indicate that the change was eminently 
successful in ironing out the former wide fluctuations which 
occurred in the number of employees actively at work. The 
influence of this experiment was felt in other industries with 
constructive effects. In addition, however, the industry 
under the new schedule has been able to avoid difficulties, 
such as were experienced in the past, in providing dealers 
with ample stocks to take care of the Spring buying season: 
important production economies were made possible; and 
more time was available in which to overcome technical 
problems. In the circumstances, adherence to the new sched- 
ule was a foregone conclusion and the National Automobile 
Show will be held on November 11, next. 
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Beyond the fact that the new models this year are unlikely 
to show any radical changes, nothing is definitely known 
aside from rumor and conjecture. The probabilities are that 
most of the changes will be confined to mechanical refine- 
ments. As usual, Ford plans are arousing considerable 
curiosity, much of which is concerned with whether or not 
that company will shortly introduce a new light car with 
aV-8 motor. This rumor is alternately revived and denied. 
The answer is probably “No,” at this time, at least. Ford, 
however, will make a strong bid to regain first place next 
year with a car which may resemble the Lincoln-Zephyr and 
be equipped with hydraulic brakes. As to the other manu- 
facturers, about the only safe conclusion which appears 
justified is that General Motors and Chrysler will retain 
their strong competitive standing. Although several of the 
“independents,” notably Packard, Hudson and Studebaker, 
have increased their sales substantially, any forecast must 
await more definite knowledge of their plans for next year. 
Of the independent groups, however, it may be said that 
their position has grown stronger during the past year, as 
evidenced by larger dealer organizations, improved finances 
and more aggressive competitive efforts. 

The confidence of the automobile industry in its ability 
to overtake the previous high record achieved in 1929, with- 
in the next year or two, is based on something more than 
sheer optimism. For one thing the number of outworn and 
obsolete cars is still large and replacement demand, if it 
materializes, would support heavy production schedules for 
several years to come. This is true of trucks as well as 
passenger vehicles. Financing the purchase of an automo- 
bile is simpler and less expensive than formerly. Dealer 
stocks are normal and considerable progress has been made 
in reducing the number of used cars on the market. The 
industry can always be counted on to improve its product, 
both technically and in appearance, despite the fact that 
current models seem to be almost the “last word” in auto- 
motive transportation and comfort. And lastly, further 
progress in the direction of recovery will inevitably enhance 
public purchasing power. All of which is easily within the 
realm of possibilities, regardless of the outcome of the fall 
elections. 





The outlook for leading truck and bus manufacturers 1s 
more promising than at any time during the past decade. 
The potential sales volume of commercial trucks has been 
enlarged not only by the increased pace of replacement 
orders under the stimulus of better business conditions gen- 
erally, but the versatility, efficiency and economy of the 
new models are a vast improvement over the old ones. 
Urban buses are supplanting trolleys at a rapid rate through- 
out the country and inter-urban and cross-country bus travel 
is being sustained at a high level. Most of the leading truck 
manufacturers are meeting the competition from such pas- 
senger car manufacturers as Ford, Chevrolet and Dodge by 
the introduction of low-priced light models. Development 
costs have, in the case of several truck manufacturers, pre- 
vented profits from reflecting fully the gain in sales and for 
this reason candidates for favorable dividend action in this 
group are conspicuously absent. For the present, therefore, 
stockholders must be content in the knowledge that definite 
progress is being shown and in prospect. 

On the other hand, there is no single major group which 
offers such a large number of candidates for higher dividends 
as the manufacturers of automobile equipment and acces- 
sories. Exception, of course, must be made for tire manu- 
facturers which not only have been beset by labor troubles, 
but are now threatened with an important loss of business if 
Ford decides to enter the tire manufacturing field. That 
the number of prosperous equipment makers is greater pro- 
portionately than the number of profitable automobile com- 
panies reflects not only the diversity of their customers 
among motor companies but, in many cases, the diversity of 
their output. Most of the leading equipment companies 
have extended their activities into fields outside of the auto- 
mobile industry and with conspicuous success. Thus we 
find these companies now making refrigerators, plumbing 
supplies, plastics, electrical products, etc. The effects have 
been to relieve them of the uncertainty arising from their 
ability to renew yearly contracts with automobile companies, 
earnings are less subject to seasonal influences and important 
new sources of profits have been opened up. Consequently, 
this group is less speculative than formerly and dividends 
are attended by a greater measure of security. 
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Earned per Share 
ist 6 mos. 1st 6 mos.—--1936-—~. _ Recent Divi- Yield Market COMMENTS 
Company _ 1935-1935: 1936 Hieh _ Low Price  dend = % Rating 
Auburn. Nil(a) Nil(c) Nil(c) 5414 2655 None : A-3 Recent losses less but prospects for near term un- 
certain. 
Chrysler... ... ‘ “8.07 4.31 6.83 1245; 85'; 120 6.50 5.4  A-1 Strong competitive position assures continued good 
~ ~~ it - he hd earnings and liberal dividends. — 
Ford Motor, Canada ty eS | “NF NF 285% = | ONG; § 8.7 As _ Profits restricted. Larger dividend unlikely. _ 
Ford Motor, Ltd. .. ie 6.63% _ NF ~NF_ ee _ 8 0.181 22 A-2 Current year may aaain produce record sales v volume. 
General Motors. ae 3 69 ~=1 8 33.17 _T28 70 3.00 4.3  A-1__ Further extras or increased rate practically ¢ certain. 
Graham- ae aes __Nil ees Se: 415 a __None_ __A- 4 — Sales up but dividend outlook not promising. — | 
Hudson. ; 0.38 0.35 “1.39 19%, None A-2 Sales substantially higher. Further reduction of debt } 
ne) eee See ee See : ale ___ out entance dividend prosnects. 
Hupp..... : ; Nil Nil Nil(e) 314 1 None A-4 Companv plans to resume production in near future. 
| Ee Ni eee rah = <= heen» AD Dividends not in n sight. 
| Mack Trucks. Nil Nil 0.86 37 273% 1.00 2.6 A-2 Orders largest since ’30. No early cha change in dividends 
| likely. 
| 2 ee a ee ea ees — alee ae ee mere - =. = 
| Nash. Nil(a) Nil(d) 0.16(d) 217, 15° 1.00 6.2 A-2 ~ Company is “holding its own” but no change in present 
| ee ee ee: - dividend indicated. ‘oie 
| Packard..... 0.22 0.02 0.23 13 6% 0.25; 2.4 A-2 Plans to invade lower price market. Further divs. | 
| oo, ae eee aoe <9 >) probable. | 
i ROO... : ; Nil 0.02 Nil 814 4\¢ None A-3 Truck sales aiding current operations. No dividends | 
in sight. 
Studebaker........ Nil(b) Nil 0.46 1454 9% None... A-2__ Sales have siown vigorous upturn. Finances good | 
te Set ale : eet oe ee ee nee __ but dividends not imminent. | 
| White Motors... Nil Nil 0.46 2814 183% None A-3 Profits shown for first time since 1930. Bank loans | 
| will be liquidated before divs. are likely to be con- | 
ee eee : — a a a inhi Pleo heh Se __ sidered 
Yellow Truck .. : . Nil Nil 0.78 207% 834 None ae A-2 Prospects definitely better. May evolve plan for 
_liqg tidating preferred arrears. 


| (a) Year ended Nov. 30. 

| * Including extras. { Paid this year. 
| 

| 




















(b) 9 mos. ended Dec. 31. (c) Six mos. ended May 81. 


(d) 6 mos. ended May 31. (e) Estimated. NF—Not available. 
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Position of Leading Motor Accessory Stocks 
Earned per Share Price Range 
ist 6 mos. ist 6 mos. ——1986——.. Recent Divi- Yield Market COMMENTS 
Company 1935 1935 1936 High Low Price dend % Rating 
Bendix Aviation 1.51 0.76 0.89 3134 2154 30 1.00; 3.3 A-2 May pay a moderate extra. Important Ford orders 
rumored. 
Bohn Aluminum 4.51 2.70 1.97 63 1< 44 46 3.00 §.1 A-3 Lower earnings reflect reduced Ford output but longer 
term prospects good and change in dividend unlikely 
at this time. 
Borg Warner 5.89 2.51 2.94 8314 64 17 3.00 3.9 A-1 Earnings would warrant a $4 dividend. Non-auto- 
motive profits substantial. 
Se ae 4.77 3.37 3.47 647, 4314 52 2.50* 4.9 A-1 Further extras likely to be forthcoming. New plumb- 
: ing division gaining rapidly. 
Briggs & Stratton .. 3.58 2.28 1.98 69 474 52 3.00 A-2 pe ge reasonably secure but no increase indicated 
at this time. 
Budd Mfg 0.31 0.07 0.33 157, 91, 15 None A-2 Earnings up but preferred accumulations obscure 
dividend prosp Planning new bond 
—— =— a - financing. 
Budd Wheel 0.75 0.50 0.51 14 83, 11 None A-2 Earnings would justify a moderate dividend. New 
financing arranged. 
Campbell Wyant & Cannon 1.90 0.78 1.53 4014 30 33 iae* 23 A-2 Prospects favor additional extras. Earnings up sharply . 
Cleveland Graph. Bronze.. 3.95 2.90 2.11 46 33 36 1.26* 3.5 A-3 Lower earnings in first half may prove temporary and 
4 would still support further extra dividends. 
Eaton Mfg 2.65 1.53 1.92 37 28), 34 2.00 5.9 A-2 Earnings and finances would support an increase in 
. oe present dividend. 
Electric Auto-Lite 2.20 1.01 1.86 4454 3054 38 2.00* 5.0 A-2 = May raise annual rate to $2. Planning broader diver- 
. sification of output. 
Firestone Tire 1.53(a) 0.40 0.70 331% 247% 28 1.20 4.8 B-2 May earn $2 a share this year but loss of important 
oS Ford business threatens. 
Goodrich :B. F.) f 1.18 NF NF 237% 13°% 22 None B-3 Plan proposed for liquidation of back dividends on 
els 7 preferred shares. 
Goodyear Tire . 0.18 NF NF 317% 21% 23 None B-3 Factors of uncertainty obscure common dividend 
— prospect. 
Houdaille-Hershey “B” 2.57 1.98 1.78 44); 397% 26 1.50 5.7 A-2 Slight drop in earnings does not endanger dividends on 
pe class “‘B” shares. 
By Kelsey-Hayes Wheel “B”. 3.27(c) 2.16(c) 1.79(c) 24% 18 21 None A-3 Dividends may be deferred until next year. May get 
important Ford orders. 
Marlin-Rockwell 3.28 1.12 1.71 50%, 41 47 2.00 4.2 A-2 — payment likely at year-end. Outlook continues 
i = : = ‘avorable. 
Midland Steel Pdts. 3.23 0.92 2.55 47', 21°% 42 1.00 2.4 A-2 Sharply increased earnings indicate extra dividend or | 
are — aie = eS increase in regular rate. | 
Motor Products 5.52 1.77 2.06 41', 283, 38 2.00 5.0 A-2 Dividend earned in full in first half. Increased rate 
= a indicated. | 
Motor Wheel 1.28 0.59 1.19 221% 15 '< 20 1.00 5.0 A-2 Could pay a generous extra with regular rate fully | 
SS en ee reese ee ee covered in first half. | 
Murray Corp 1.54 1.56 1.21 22%, 14 18 None A-2 May resume dividends later this year. Reported to | 
ae eee = ce fl have important Chrysler contract. 
Ray bestos-Manhattan 2.16 1.17 1.40(c) 384 287, 34 1.50 4.4 A-2 Another increase in dividends indicated on strength of 
Se eee ie i first half results. 
Reynolds Spring new). 1.36 0.85 1.45 30 25 27 ND A-2 May pay $1 annually on new stock. Active in manu- | 
Sees oases LI A, Oe facture of plastics. 
Spicer Mfg 1.40 0.48 1.97 297, 13%, 26 None A-2 Sharp earnings gain suggests possible resumption of | 
Rte Tn Ans ae m ye You ony: dividends on common. 4 | 
Stewart Warner 1.39 0.82 0.84 24'. 16'4 19 0.50 2.5 A-2 Could pay moderately higher rate on the basis of cur- j 
Ec Ses dete ween. eae a rent earnings. | 
Thompson Products 2.70 1.44 1.93 32'4 24% 30 0.30+ 1.0 A-2 Earnings would support a $1.50 dividend without dif- 
eg ieee ope eases Ae Ee ee eee xy ficulty. | 
Timken Detroit Axle 1.02 0.32 0.75(e) 20°, 12'. 20 None A-2 Prospects favor resumption of common dividends in 
1 Sa pe Str See ee ne a the near future. 
Timken Roller Bearing 3.10 1.87 1.91 72\, 56 64 2.75* 4.3 A-2 ‘Further extras probable. Should benefit by increased | 
a ca rE GA Ne id eR al Pie ETE 8c DUE ____ activity in railroad equipment. ik. | 
U. S. Rubber Nil Nil Nil(e) 35 16°, 31 None B-3 Dividends not i it despite marked improvement 
Sete t - ee a ee ee ee eee ____in current earnings. 
Young Spring & Wire 4.44 2.74 2.85 55 42'4 47 3.00 6.2 A-2 In line for an extra later this year. Increased compe- | 
NS ee tition indicated. — ean oe 
(a) Year ended Oct. 31. (b) Year ended July 31. (c) On Combined class “A” and “B” shares. (e) Estimated. * Incl. extras. NF —Not available. | 
+ Paid this year. N.D. No dividend declared as yet on new stock. | 

















FOOD COMPANY PROSPECTS 
SOMEWHAT IMPROVED 


Although the food companies can boast of no recovery 
comparable with that experienced by many other lines, they 
are now doing somewhat better. For a time during our 
emergence from the depression, wholesale prices rose much 
faster than prices at retail. This brought the food com- 
panies’ profit margins almost to the vanishing point and 
earnings moved quite decidedly against the general recovery 
trend. More recently, however, in those cases where whole- 
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sale prices have risen, they have risen modestly; at the same 
time retail prices have proved themselves more flexible. This, 
of course, has tended to restore profit margins to less sub- 
normal proportions. 

Such a development represents good news for stockhold- 
ers. Unfortunately, full benefits are not being obtained 
because of certain offsetting factors. Costs of doing busi- 
ness have risen and promise to rise further. This is partly 
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the result of the increased burden of taxation, both local and 
Federal. Moreover, most of the food companies are heavy 
employers of labor and there is a clearly defined trend to- 
wards higher wages. Incidentally, it might be noted at this 
point that the food companies as a whole will be hard hit 
by Social Security Taxation. 

If this is the general picture, there are so many sub- 
divisions to the food industry that conformity is far from 
universal. The dairy companies probably have recovered 
somewhat further than the average. They have been helped 
particularly by the consumption of ice cram which has been 
of record-breaking proportions in many localities. Ice 
cream, year in and year out, is perhaps the most profitable 
of the many lines handled by the dairy companies. Also 
helping these companies is the more prosperous condition of 
the country as a whole which tends to increase the consump- 
tion of dairy products as is the case with almost everything 
else. Finally, prices have been more favorable. 

The big meat packing companies report but once a year, 
so that there are no concrete figures on their progress this 
year. Earnings, however, are believed to be up, for the 
reason that this industry customarily reports higher profits 
during a time of rising prices. Meat prices are up, partly 
because of the drought. Yet, it is to be questioned whether 
inventory appreciation brought into the Profit and Loss Ac- 
count is a sound appraisal of earning power. Certain it is 
that higher meat prices tend to restrict consumption, some of 
which is not always regained when prices again move lower. 

The packaged food companies are for the most part doing 
somewhat better. Their profit margins are more normal and 
volume has been higher. Competition in this field, however, 
is very keen and sensational gains are not to be expected. 
Companies processing corn have already raised prices sev- 
eral times and, although the first part of the year was an 
improvement over 1935, it is to be doubted whether the 
ground gained can be held. With the price of corn con- 
tinuing to soar, one would expect processors to encounter 


restricted profit margins, or a substantial loss of volume if 
selling prices were fully adjusted to the higher cost of the 
raw material. 


Cigarette Company Earnings Up 


Earnings of the tobacco companies are being bolstered by 
the unprecedented demand for cigarettes. More than 14,- 
000,000,000 small cigarettes were withdrawn from ware- 
houses in June, a new all-time monthly record. Withdraw- 
als for the first six months of the year were 11% ahead of 
the corresponding previous period. At the same time, the 
cigarette manufacturer is a beneficiary of lower tobacco 
costs, owing to the elimination of the processing taxes. With 
the exception of Lorillard, which benefited from a process- 
ing tax refund of more than $1,000,000, the earnings of all 
the big cigarette companies failed to cover dividends last 
year. From present indications it would seem that this 
year’s payments in the aggregate would be covered with a 
margin to spare. Currently, the tobacco buying season is 
just opening, although it is not as yet possible to form an 
opinion as to what effect the price of the new crop will 
have upon the three-year average price system which the 
companies use for computing their profits. 

The dividend prospect among the foods and the tobaccos 
has on the whole improved. Among several companies there 
are chances of extras or even an increased regular rate; in 
a number of cases where there is little chance of stockhold- 
ers receiving more, there is added assurance that there will 
be no reduction. It should be realized, however, that in the 
food and tobacco industries sensationally increasing earnings 
and larger dividends are quite the exception. They cannot 
compare with the ups and downs of the steel industry, for 
example. But recognizing this limitation companies in these 
fields do offer the stockholder a reasonable return on his 
invested capital and, in most instances, considerable cer- 
tainty that it will be maintained. 





































































































[ “is ‘ piece: 
| 
| Position of Leading Food Stocks 
Earned per Share "4 Price Range mi 

fs 1st 6 mos. ist 6 mos. ——-1986——. Recent Divi- Yield Market COMMENTS 

Company 1935 1935 1936 High Low Price dend % Rating 
| Armour. : 0.53(a) NF NF 734 45% 5 None ~ B-3 Drought conditions iniect uncertainty in outlook. 

Fixed charges materially reduced but dividends on 
era ae ae : 4 a common not imminent. 

Beatrice Creamery. 0.41(b) 0.08(c) NF 26 18 “-. (Oaat 12 B-2 Reduction in preferred div. requirements and better 
prospects suggest further dividend disbursements on 

a oe ee - ee orion , ee __ common shares. 

Beech-Nut Packing... 5.20 1.94 2.34 96 85 92 4.50*° 47 B-2 Sustained earnings and strong financial position sup- 

ea here mie i a EE ___ Fort company’s ability to pay further extras. 

Borden...... 1.10 NF NF 3214 265, 32 1.60 5.0 B-2 Outlook visibly improved and current earnings should 

eS f ae nec : ws : ___ fully cover dividends. 

California Packing. . 2.63(b) NF NF 43', 3014 43 1.50 3.5 B-2 Current prospects best in years and dividends likely 

es se f _ Os, Laseaienl to be earned by a good margin. 

Continental Baking ‘‘A’’. Nil Nil Nil 19, 10°, 16 None B-3 _—_ Earnings higher but not fully covering dividends on 8° 
preferred. Little likelihood of common dividends in 

_ ; p ade. a the near future. 
Corn Products Refining... 2.62 1.19 1.77 82', 66°, 67 3.00 4.4 B-4 Higher corn prices may adversely affect earnings. 
_ ; as : _____Dividends reasonably secure, however. 

Cream of Wheat......... 2.01 0.80 0.96 377% 35 36 2.00 5.5 B-3 Current earnings should cover dividends by a com- 

are x a ’ oat nee ee fortable margin. 

Cudahy Packing...... . 1.36(a) NF NF 44'5 36'5 39 2.50 6.3 B-3  Dreught obscures earnings outiook. Dividends rea 

_ : ; : = mie = . sonably secure. 

General Baking...... . 0.91 0.33 0.44 143, 10%, 12 0.60 5.0 B-2 Rate of earnings gain may be retarded by prospective 
—_ raw material costs but dividends appear fairly 
safe. 

General Foods...... 2.23 #1.12 1.30 48', 33%, $9 1.80 4.6  B-2 Improved profit margins reflected in current earnings 

oa Neco : ad, _ Falk : and a moderate extra may be paid. 

General Mills....... 3.40 NF NF 70. 58 61 3.00 5.1 B-3 _ Rising costs may restrict gain in earnings but security 

at. oy. oon ‘ a ee : oe of Gividende soome seemed. 

Hershey Chocolate... . §.389 2.37 1.59 80 64 62 3.00 5.2 B-3 Lower earnings reflect increased competition and 

= : , nae ne et ee " higher costs but dividends appear safe. 

Loose-Wiles Biscuit. . 2.35 1.10 1.23 45 40'. 42 2.00 4.8 B-2 Dividends being earned by fair margin and earnings 

— 7 ee ee ____ show moderate imp t 
National Biscuit... . 1.31 0.53 0.81 38%, 3114 32 1.60 6.0 B-2 Dividends appear secure. Gain in earnings likely to 
= ae _be slow. ee eee 
(Please turn to next page) 
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. +. . 
Position of Leading Food Stocks 
(Continued from preceding page) 
Earned per Share Price Range 
Cc ist 6 mos. 1st 6 mos. ——1936——. Recent Divi- Yield Market COMMENTS 
— ompany 1935 1935 1936 High Low Price dend % Rating ‘ 
National Dairy Products.. 1.38 0.49 0.89 2814 21 27 1.20 4.4 B-2 Improved outlook strengthens dividend. Fixed che 
charges reduced by refunding. ; 
Penick & Ford........... 2.85 1.29 1.87 73 6214 63 3.00 4.8 B-4 Earnings may be lower in last half but dividends ap- 4 fav 
: pear secure. heli 
Pillsbury Flour............. NF NF NF 3714 3014 31 1.60 §.1 B-3 Lack of late earnings precludes forecast of dividend BL 
| : : prospects. faci 
| Purity Bakeries.......... Nil NF NF 173% 95% 14 0.40 2.9 B-4 Earnings retarded by late labor difficulties. No change ear, 
| in present rate indicated. 
Standard Brands.......... 0.97 0.44 0.57 18 1434 16 0.80 5.0 B-2 More favorable earnings trend assures maintenance yea 
: of present dividend. atm 
| | See 1.48(f) NF NF 25 2014 22 1.50* 6.8 B-3 Drought conditions an uncertain factor in current out- an d 
| look. 
Swift International... ... 3.00 NF NF 35% 2814 32 2.00 6.2 B-3 Lack of late earnings precludes forecast of dividend som 
Z se prospects. s * 
United Biscuit........... 1.74 0.69 1.00(e) 2814 2414 27 1.60 5.9  B-2 Dividends appearr bly secure. Earnings should _ 
: continue to improve. : tun 
Ward Baking “B”........ Ss Nil Nil Nil 4% 2% 3 None meye B-2 Improved earnings have permitted larger dividend dis- the 
bursement on preferred shares but common prospects 
: obscure. I 
Wesson Oil & Snowdrift.. 6.52  3.36(g) 2.14(g) 4615 33% 40 0.50 1.2  B-2 Better outlook lends weight to possible increase in trib 
| 7 present dividend. 
| _ | aie sss BOD: ee NF 11 6% 8 0.50 6.3 B-3 Outlook uncertain owing to drought conditions. Higher In 
dividends unlikely for the present. Ma 
(a) 53 weeks ended Nov.2. (b) Fiscal year ended Feb. 29, ’36. (c) 6 mos. to Aug. 31. (d) Fiscal year ended May 31,’36. (e) Estimated. (f) Year the 
j ended Oct. 26. (g) 9 mos. to May 31. NF—Not available. {Paid this year. * Includes extras. use 
amc 
thei 
o,s ° TOK 
Position of Leading Sugar Stocks a 
L 
Earned per Share Price Range [ee low 
ist 6 mos. lst 6 mos. ——1936——.. Recent Divi- Yield Market COMMENTS com 
Company 1935 1935 1936 High Low Price dend % Rating hat 
5 — " cna 
American Crystal Sugar... 1.38(a) NF NF 3014 16% 29 None Dae B-2 Refunding operations reduce fixed charges and im- : 
proved prospects in favor of dividend outlook. nou: 
American Sugar Refining,. 0.93 NF NF 61% 4814 52 2.00 3.9 B-2 Finances and better outlook support present rate of com 
| dividend. 
| Central Aquirre Assoc. . 2.15(b) NF NF 3514 25% 29 2.00* 6.7 B-2 Earnings of about $3 a share indicated for fiscal year. of ie 
| May pay further extras. indu 
Cuban-American Sugar.. 0.24 NF NF 144% 6% 10 None : B-3 Prospects better but dividends some time away. ucts 
Fajardo Sugar.......... 5.05 NF NF 4734 31% 46 2.00 3.9 B-2 May show $6 a share for fiscal year 7/31 /36. Extra 
| dividends appear to be a logical expectation. Mar 
Great Western Sugar 2.48 NF NF 39 31 35 2.40 6.9 B-3 Dividends reasonably safe, although uncertainties deve 
confront company, owing to reduced crop by drought 
a _ _ conditions. mar! 
Guantanamo Sugar...... Ni) NF NF 3% 1% 2 None oe B-4 Dividends remote and shares must be classed as radi- tar 
a oe itn . cal speculation. alll 
Holly Sugar.... 5.02 NF NF 37%4 19% 37 2.00 5.4 B-2 Earnings should equal 1935 results and payment of 
te ee ee ee Se eee an extra probable. 
National Sugar Ref... Nil NF NF 30 23 28 2.00 6.8 B-2 Better prospects lend security to dividend despite r 
=n epee ae = a eae a slump in profit last year. 
South Porto Rico Sugar 1.82\d) NF NF 34% 26 30 2.00 6.6 B-2 Current earnings may cover dividend by a small mar- 
eee Ete Se. Ae ces dr - _ gin. cel eee _ 
(a) Fiscal year ended Mar. 31. (b) Fiscal year ended July 31. (c) Fiscal year ended Feb. 29. (d) Year ended Sept. 30. * Includes extras. NF— 
Not available. 
Position of Leading Tobacco Stocks 
Earned per Share : Price Range ; ist 
1st 6 mos. Ist 6 mos. ——-1936—— Recent  Divi- Yield Market COMMENTS 
Company 1935 1935 1936 High Low Price dend q Rating ( 
American ‘Snuff. ; ake i 3.29. #4x\NF __NF (784 6714 _ 62 ~ 3.00 i *S Likely to continue policy of paying moderate extras. 
American Tobacco “B” 4.57 NF NF 104 88'4 102 5.00 4.9 B-2 Earnings may cover dividend. Sales reported higher : 
See ~~ evs = this year. a UA ee - 
Axton, Fisher ‘‘A”’ 4.25 NF NF §5'4 40 46 3.20 6.9 B-3 Dividends probably secure. Likely to meet increasing 
OE eA te : comfy etition. as en eo EE Cat 
Helme, G. W. - 6.92 NF NF 141 117 128 5.00 3.9 B-3 Likely to continue paying extras with earnings remain- 
“ee ee = : ing steady. SESE aS 
Liggett & Myers “B”’ 4.91 NF NF 116'4 97°%4 109 §.00* 4.5 B-2 May earn $5.50 this year. No change in present I 
eae — ; dividend policy. _ i _ poet : I 
Lorillard, P 1.26 NF NF 26'4 21% 24 1.20 5.0 B-2 Earnings barely cover dividends but present rate 
Ss 2 See : _ ; : reasonably secure, Sax e-- 1 
Philip Morris .. 3.75\a) NF 5. 80(a) 101%, 66 95 3.00 3.1 B-1 Earnings gains pressage further increases in dividend I 
Soe ee ay disbursements. e ; a l 
Reynolds Tobacco “B”’ 2.39 NF NF 68°, 50 56 3.00 5.3 B-2 No change in dividends likely. Earnings may be i 
Se : : moderately higher this year. ie 
U.S. Tobacco... 7.49 NF NF 144 131 140 5.00 3.5 B-3 Another extra forecast for this year. Earnings should \ 
aes F smo _ ie, be sustained. 
*Includes extras. (a) 12 mos. ended Mar. 31. NF—Not available. | 
= 2 Ee ——— | = 
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PROSPERITY STILL SMILES 
ON CHEMICALS 


Testifying graphically as to the dynamic character of the 
chemical industry and substantiating the high investment 
favor in which the shares of leading chemical companies are 
held has been the ability of many of the foremost manu- 
facturers to attain new high records of production and 
earnings both last year and in the first half of the current 
year. The ability of these companies to soar into the rarefied 
atmosphere of new high records, unreached even in 1929, 
and despite the fact that business recovery as a whole is still 
some distance away from the 1929 level, has not been the 
result of fortuitous circumstances but the materialization of 
fundamental factors which have long been identified with 
the chemical industry. 

Probably the factor which has made the greatest con- 
tribution to the progress of the chemical industry is research. 
In fact, research is the very life of the chemical industry. 
Many products which were either unknown or merely in 
the laboratory stage a decade ago are today in commonplace 
use and have repaid many times over the seemingly large 
amounts expended annually by the chemical industry in 
their development. The discovery of new processes and 
products through research activities not only assures the 
continuing industrial vitality of the major companies, but 
lower prices and broader markets. In their wake also has 
come increased stability of operations and the effects of 
changing business conditions generally have become less pro- 
nounced in the chemical industry. Most of the leading 
companies are no longer dependent upon a limited number 
of outlets for their products but serve a broad diversity of 
industries. Further, an increasing number of chemical prod- 
ucts are now being sold directly to the individual consumer. 
Many of the chemical products of comparatively recent 
development show signs of attaining an increasingly wider 
market. These include plastics, synthetic chemicals, coal 
tar products and petroleum derivatives. 


The efforts of the industry are constantly being directed 
toward the lowering of prices, an almost sure-fire means of 
increasing consumption and profits. It is significant that the 
automobile industry, also well along the road toward new 
high records, has made the same discovery, thereby pointing 
a simple economic moral. Prices, as a whole in the chemical 
industry, are currently the lowest in history. 

The chemical industry is fortunate in other respects. It is 
practically free of vexatious inventory problems, and the 
effect of inventory adjustments from year to year so far as 
earnings are concerned are comparatively nil. The industry 
also has been singularly fortunate in its relations with labor. 
This has been due in a large measure to the fact that great 
quantities of chemicals can be produced per unit of labor. 
Not only is this important at this time when labor unrest is 
threatening but it is also significant from the standpoint of 
the potential cost to industry of the Social Security Act. 

The shares of representative chemical companies are cur- 
rently quoted at prices which place a very generous appraisal 
upon earnings and dividends. The industry's strong back- 
ground, however, goes a long way toward justifying these 
appraisals, while the knowledge that there is scarcely a 
product manufactured which does not use chemical products 
in some form makes the chemical group one of the most 
favored mediums for participating in general business re- 
covery in the months ahead. As for income return, the 
probabilities are that the current low-yield basis on which 
most of the chemical stocks are currently selling may prove 
more apparent than real. All of the leading companies are 
well able financially to pay out the greater portion of their 
earnings in the form of dividends and payments to stock- 
holders are almost certain to keep pace with earnings. Such 
exceptions as must be made in the favorable prospect in- 
clude those companies chiefly engaged in the production of 
solvents, industrial alcohol and fertilizers. 





Earned per Share Price Range 


= 





Position of Leading Chemical Stocks 


' 1st 6 mos. 1st 6 mos. 1936. Recent Divi- Yield Market 
Company 1935 1935 1936 High Low Price dend ‘ Rating 
Air Reduction 2.10 1.00 1.81 81% 58 79 1.50* 1.8  A-1 Sharesmaypaytotalof$2thisyear. 
Allied Chem. & Dye 8.71 NF NF 242 157 242 600 2.4 £A-1 Likelytopayanextra, — 
Amer. Commercial Alcohol 3.15(a) 1.90(a) 2.95(a) 32%% 20', 26 None ; B-2 May defer divs. to finance large inventories. ss 7 
American Cyanamid “B”.. 1.61 0.59 0O.75(e) 40%, 29'; #435 #«40.60 1.7 A-2 Could readily pay a larger dividend. 7 
Atlas Powder 261 0:68 S18 v3 48 68 2.75* 4.0  A-2 Further extras probable. ee 
Columbian Carbon. 5.56 2.75 8.75(e) 134 94 130 4.50* 3.4  A-1 Sales of natural gas expanding. May declare another 
extra in November. 
Commercial Solvents 1.02 041 O41 245, 14% 16 0.60 3.9  A-3 Restricted profit margins retard earnings. No change | 
in dividends. ; | 
Dow Chemical 3.32\b) NF 4.42(b) 124%, 94', 112 2.40 2.1  A-1 Dividend recently increased. May pay an extra. 
Du Pont de Nemours 5.04 1.74 $3.27 167%, 133 166 3.70* 2.2 A-1 Will doubtless pass recent General Motors extra 
along to stockholders. 
Freeport Texas. . 1.78 0.64 1.22 35°, 23'. 26 1.00 3.9 B-3 Increased taxes will restrict gains in net but dividends 
secure. 
Hercules Powder 4.23 2.01 2.31 115% 8t 114 5.00 4.3 A-1 Nocange in present rate imminent. : 
Mathieson Alkali 1.44 0.68 0.76 36'. 27'. 35 1.50 4.3 A-2 Present rate well supported by earnings and finances - 
Monsanto Chemical. . . 3.84 1.90 1.85 103 79 99 1.75* ‘.? A-i Earnings hold despite increase in shares outstanding * 
oe oT Se Further extras likely. 
Texas Gulf Sulphur 1.94 0.90 1.25 38%, 88 36 2.00 5.8  B-2 May payamoderate extra. 
Union Carbide & Carbon 3.03 1.18 1.72 100 7154 100 2.40 2.4 A-1 Current earnings presage another increase in divs. ' 
United Carbon. .. 470 236 2.73 82, 68 81 2.40 3.0  A-1 Larger dividend fully warranted by earnings, | 
U. S. Industrial Alcohol 2.15 0.70 0.23 °#59 31', 35 1.00 2.9 4B-83 Earnings ‘it by price cutting. Dividend somewhat = | 
oubtful. 
Westvaco Chlorine 1.63 0.83 0.8% 32 19%, 28. 0.50* 1.8  A-2 Carningsstable. Further extraslikely. | 
*Incl. extras. (a) Includes unrealized profits on deferred deliveries. (b) Fiscal year end2d May 31. (e) Estimated. | 
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PUBLIC UTILITIES SHOW STRONG 


EARNINGS 


Public utility companies are basking in the sunshine and 
warmth of highly favorable fundamental statistics, with the 
political clouds, for the time being at least, drifting away 
toward the horizon. Reports for the first half of 1936 show 
some substantial gains in earnings, and reflect the sustained 
improvement in operating revenues which for the first time 
in the recovery movement are being carried down to net 
operating income. 

These income gains are partly the result of lower per unit 
operating costs achieved through the more effective use of 
existing generating facilities to take care of the increasing 
load, thus offsetting the drop in rates, but interest savings 
and the leverage factor also enter into the gain in net. The 
reduction of interest charges is being accomplished through 
refunding the outstanding bond issues into new issues bear- 
ing lower interest rates, but as yet only a small part of this 
savings has been reflected in net income, as a large part of 
the refunding has been fairly recent, and the eventual econ- 
omies have been postponed in many cases by overlapping 
interest charges. 

The total electric power output for the twelve months 
through July, 1936, will probably exceed 100 billion 
kilowatt hours, a gain of about 7% over the 1935 period 
and 11% above the 1929 output for the correspond- 
ing period. Over one-half of the gain over 1929 is due to 
increased domestic sales. About 50% of the increase in 
domestic takings is estimated as being contributed by new 
household refrigerators, sales of which for the first six 
months of this year were close to 1,300,000 units, or about 
30% above the sales of the first half 1935. About 60% 
of the domestic load is now used by major appliances such 
as refrigerators, ranges, washing machines, water heaters, 
etc. The markets for the more important of these are far 
from saturated. The percentage of theoretical saturation 
for electric refrigerators, for instance, is only 34%, electric 
ranges 7‘;, and for water heaters only 2%. 

The new high levels reached by industrial sales of power 
are induced by the strong industrial recovery this year. As 
industrial activity generally 1s still some 25% below the 
peak levels of 1929, this new high record in takings of in- 
dustrial current reflects the extensive electrification which 
has been occurring in recent years. If industry again at- 
tains the 1929 level, therefore, a further large gain in indus- 
trial power consumption can be expected. 

The trend in demand for electric power indicates that 
before long the utilities will have to increase their generating 
capacity in certain sections to take care of the load. It is 
generally felt that a program of this sort would already be 
well under way were it not for political fears. 


Political “Breathing Spell” 


For the time being, the industry has been enjoying a 
“breathing spell” from political interference, and this will 
probably continue until after the election issue is settled next 
Fall. The last Congress failed to appropriate necessary 
funds for certain power projects, and failed to approve the 
Mississippi Valley Authority. No important court develop- 
ments are in prospect until next October when the Electric 
Bond and Share case hearings will be held in the New 
York District Court. 

A change in administration in Washington resulting from 
the national election next November may bring about a more 
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moderate attitude toward the industry, eliminating the 7 
punitive efforts now directed toward it, and in its place f 
substitute effective regulation in a more or less co-operative § 


spirit. 


manufactured gas companies have not experienced the recov. 
ery of the electric division, nor of the natural gas com 
panies. Manufactured gas companies have been losing 
business to the electric companies. The latter have been 
reducing their rates and making persistent efforts to intro- 
duce electric ranges and water heaters into homes. 
While surveys indicate that manufactured gas, which 
averages about 530 B.T.U. per thousand cubic feet in heat- 
ing value, is still the more economical fuel for cooking pur 
poses, except where electric rates are unusually low, the 
drift toward electric ranges is making considerable headway, 


Natural Gas Dynamic 


Natural gas, on the other hand, has been one of the most 


dynamic divisions of the utility industry during the re 
covery period. The statistics covering the first four months 
of 1936, the latest available, show total gross revenues of 
over $167,000,000, a gain of about 20% over the first four 
months of 1935. Gross from domestic sales was about 
$104,000,000, a gain of about 14%; from industrial and 
commercial customers about $62,000,000, a gain of 32%. 
The number of customers in April, 1936, totalled more than 
6,027,000, a gain of about 6!47% over April, 1935. 

The possibilities for further extensive development of both 
the industrial and the domestic markets for natural gas have 
by no means been exhausted. During the past decade, natw 
ral gas customers have increased at the rate of about 500,000 
annually, but it is estimated that considerably less than 
one third of the nation’s population is served by natural gas 
at the present time. 

There are in existence at the present time some 50,000 
miles of natural gas trunk lines, capable of handling a 
considerably larger load than is currently required. In fact, 
the capacity of many trunk lines has never been tested, 
even in the late boom years. There are many communities 
within the range of natural gas service which could k 
profitably served by branch lines, and the next few years 
will probably witness this phase of development of the ir 
dustry. Extension of service to the densely populated Phila 
delphia, New York and New England territory, not now 
receiving natural gas, may also be a development within the 
near future. 

Recently, through the building of a short pipe line, natural 
gas has been brought to Detroit, where it is mixed with 
manufactured gas and served to consumers in this area. 
Through a compromise of this nature, i.e. serving mixed gas, 
many companies previously serving only manufactured gas 
have received a new lease on life in being able to serve 4 
higher fuel content product to their customers and so avoid 
the complete scrapping of their gas-producing facilities 

The traction division of the public utility industry under 
the influence of general improvement in business is benefit: 
ing from increased traffic and some of the better situated 
companies have been able to show moderate improvement in 
earnings. Busses have been substituted for surface rail cats 


to an appreciable extent in recent years and it is now esti} 


mated that about 15% of all traffic of the traction compa’ 
THE MAGAZINE OF WALL STREET 
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nies is handled with such vehicles, against 10% in 1930 
and only 5% in 1925. About one third of all the cities 
in the United States with population of 25,000 or over are 
now served by motorized transportation. 

Many of the speculative and semi-speculative utility pre- 
ferreds have shown remarkable advances in market price, 
primarily under the influence of recovery in earnings but 
recently also because of the possible effect of the Revenue 
Act of 1936, on the basis that increased dividend disburse- 
ments will result. The leverage factor in most utility pre- 
ferred issues is very great because of the relatively small 





number of shares outstanding. During a period of recovery 
from the extremely depressed net earnings, a rapid in- 
crease results in per share earnings on these preferred issues. 
Regarding the effect of the new legislation on dividend dis- 
bursements, the implication certainly is that managements 
will give consideration to increasing the dividend rather 
than pay higher taxes, whether it be on the preferred issue 


or on the common. But it should be realized that in the 
case of holding companies earnings are reported on a con- 
solidated basis, or a balance of net income and net deficits 
of subsidiaries, and the tax makes no allowance for deficits. 










































































































































































—_—— — ——— nema a —— _ { 
| Position of Public Utility Common Stocks 
| _—— _ ——— Ss 
| Seemet per aare Price Range ‘ = 
| 36 -———1936——.. Recent Divi- Yield Market 
| Company Calendar 12mos. High Low Price dend % Rating COMMENTS 
| a aa Year ended June 30 | 
| American & Foreign Power.... $4.15 $4.10 934 614 7 None A-3 Early action on preferred dividends not expected, in } 
| aon Gack ____on 1st Pfd_on 1st Pfd (1) view of large loans outstanding. 
merican Gas & Electric... . 1.88 2.00 46°¢ 33%4 45 1.40 3.1 A-2 — Strong financial position and steady rise in net warrants 
Pied establishing a higher regular rate. | 
i i i Although net has increased appreciably this year, | 
American Light & Traction...._1.34 1.58 = 2514 1734 24 1.20 5.0  A-2 conservatism may delay higher dividend for a while. 
| American Power & Light. 4.24 5.25 14°. 1% 13 None A-2 Increase in preferred dividends will probably keep in 
inninn ta kta ___on Pfds. on Pfds step with gain in net earnings. 
merican Tel. & Tel...... 7.11 7.40 178 14914 175 9.00 §.1 A-2 Large depreciation reserves amply protect company in | 
Sa En paying higher dividend than indicated earnings. | 
i Management desirous of paying dividends, but awaits 
ee eee & Bee. 1. 32 1.49(3) 27 19x 26 None A-2 clarification of liabilities under 1936 Tax Act. 
ssociated Gas & Elec. “‘A’’.. . Nil Nil 3% 1 2 None A-4 Dividend possibilities on Preferreds and Cl. A remote. 
Brookl a7 ~— Earnings must still go a long ways ahead. 
rooklyn-Manhattan Transit... §.72(b) 5.49(b) 53%4 4014 52 3.00 5.8  B-3 Substantial savings in interest charges will result from =| 
recent refunding. Could pay more but probably will | 
= pean not. 
arvekiya Union Gas.......... 4.06 3.15 5615 4416 49 3.00 6.1. A-3 Margin of earnings over present dividend not large. | 
| SES PHOTVICE 55 ac icc seces d0.04 d0.01 13% 3 4 None A-3 Earned 2 cents a share on the common in first 6 months | 
_ 3 : — 1936. 
Columbia Gas & Electric... ... 0.43 0.54(1) 23%, 14 22 0.40 1.9 A-2 Gradual adjustment of dividend probable as earnings | 
= . 5 rise. 
| Commonwealth Edison........ 6.39 6.16 117 97 106 4.00 3.7 A-3 Earnings Provide fair margin for dividend. No | 
= immediate increase looked for. | 
| Commonwealth & Southern... 0.01 0.04 514 244 3 None A-2 Higher distribution on preferred likely in view of | 
| Con. G margin over and above full dividend requirement. 
cone as El. Lt. & Pwr.ofBalt.. 4.41 4.62 9334 84 93 3.60 3.8 A-2 Earnings increasing steadily. Could raise rate to $4. 
onsolidated Edison of N. Y... 2.01 1.98 4354 2714 43 2.00 4.6 A-3 In view of better outlook, has doubled dividend re- | 
—————— _ cently. | 
Detroit Edison............... 7.61 8.53 153 128 150 4.00 2.6 A-1 Regular rate may be advanced to $5 or more, in view | 
a a a Pa a of large earnings and strong finances. 
ectric Bond & Share........ 0.16 0.12 27 1534 25 None A-3 Has paid off large bank loan of subs. United Gas. No 
fiecnic Bs . common dividend likely for some time. 
ectric Power & Light........ 1.22 6.95 1734 63% 16 None A-2 Rapidly increasing earnings suggest favorable dividend 
i ‘ —. Pfds on Pfds outlook for preferreds. 
nternational Hydro Elec. “A”. 0.76 0.22(1) 35% 234 3 None A-4 Cash income insufficient to cover interest on holding 
int , company bonds. 
nternationa! Tel. & Tel.. 0.90 0.96(1) 1914 121 13 None A-2 Large loans and Spanish difficulties indicate deferment 
Cae — of dividend for the time being. 
ouisville Gas & Elec. “A’”’.... 1. 64(a) 1. _ 30 20 30 1.50 5.0 A-2 Coverage of the $1.50 preference dividend on Class A 
— ‘ was is increasing. 
oo ae toe 0.79 0.89 147% 95% 12 0.60 5.0 A-3 No change in present rate looked for. 
iagara Hudson Power... . 0.50 0.61 1614 734 17 None A-2 Large scale interest saving refunding program has been 
North A : ———s started. Earnings warrant a dividend. 
aon merican... eee 1.35 1.52 3514 2314 34 1.00 v2 A-2 Earnings could support an increase in dividends. 
acific Gas & Electric........ 2.10 2.61(1) 41 3034 40 1.50 3.7 A-2 Dividend at present rate at least assured by earnings 
Padlic Linha = : of this conservatively ged company. 
SD 6 arr 4.35 4.00 5834 47% 56 2.40 4.3 A-3 — Slight drop in earnings does not jeopardize the present | 
ve: rate serieusly. Earnings drop temporary. | 
| Peoples Gas, Light & Coke.... 1.52 1.77 5214 38 51 None A-3 Is gradually ——s the handicaps of recent years, | 
| Public Servi 7. but dividend action will probably be deferred. 
| ic Service of N. J......... 2.53 2.39 4910 39 48 2.40 5.4 A-3 Current earnings just about cover dividend require- | 
. ——— ments. | 
| Southern California Edison.... 1.65 2.27 326 25 30 1.50 5.0 A-2 Has achieved important savings through refunding. 
| Ta a : : Could increase dividend. | 
ard Gas & Electric. . d1i.74 NF 9% 514 7 None A-4 Operating subsidiaries making progress. Dividends | 
Stone & Web: : : on preferreds awaits adjustment of bond maturities. | 
a re as 0.04 0.37(1) 21%, 1454 20 None A-2 Engineers Public Service, chief subsidiary, showing ex- 
a cellent progress. Dividend not an early prospect. 
orporation...... 0.11 0.13 914 535 8 None A-3 Common selling below liquidating value, but leverage | 
Galici War tates: is Bees factor is important. No dividend probable this year. 
as Improvement..... 1.09 1.07 19'4 143, 17 1.00 5.8 A-3 While earnings indicate only small margin, dividend 
—_— ee appears secure. 
U ; “Ay ; 
nited Light & Power “A”. ... 4 iy 854 335 8 None A-2 Rapid rise in earnings on preferred warrant payment | 
Willitics Power & Linus "A" 7 on on —- of dividends in part. 
ilities Power & Light “‘A’’... . —%. —_ 7 3% 5 None A-3 Has sold English properties, its major earnings assets. 
Westen cai a on on Pfd. (1) =e Earnings loss preclude dividends on Pfd. or Cl. A. } 
eee 5.03 6.13 95 722 88 2.00 2.3 A-2 Net continues advancing with general business im- | 
: — = provement. Higher regular dividend warranted. 
(a)—On participating basis. (b)—Fiscal year ended h. NF—Fi i 2 i : 
12 months ended April 30. (3) 12 monthe a. May * aa 30th. F—Figures not available. (d)—Deficit. (1)—12 months ended March31. (2)— | 
| 
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On the Way to Larger Earnings 


First Preferred 
Offer Attractive 


By Prerce H. Futton 


Preity much every’ 
thing in this world appears 
to move in cycles. This is 
true, certainly, of business, 
earnings and quotations 
for securities. Ever since 
business in this country 
began to improve in a 
notable way, one company 
after another, in many 
different lines, and many 
groups of companies, have 
shown marked increases in 
both gross and net earn- 
ings. 

Until recently, except 
for Chesapeake & Ohio 
and Norfolk & Western 
and Baltimore & Ohio, 
most of the railroads, the 
backbone of whose traffic 
for years was coal, had not 
reported a proportionate 
pick-up in traffic and earn- 
ings. In June, however, a change for the better was shown 
in both of these items by a majority of the roads in the coal- 
carrying group. Because of this fact and realization of the 
relatively low prices at which the shares of these roads have 
been selling for a long time, there has been a substantial 
revival of interest in that group of securities. Possibly, also, 
expectation of a larger dividend on Chesapeake & Ohio 
common and further extras by Norfolk & Western, have 
exerted an influence 

The pick-up in the returns of Lehigh Valley and Erie was 
especially noticeable in June. Erie disclosed an increase of 
$644,882 in operating revenues and of $159,042 in net oper- 
ating income for June over a year ago. The gain in these 
items for the first half of the year has attracted attention. 
The betterment in Erie's operating revenues for that period 
over the first six months of 1935 was $3,606,062 in operating 
revenues and $1,251,326 in net operating income. The com- 
pany, likewise, was able, in June, to convert a five months’ 
net loss after fixed charges of $28,171 into a net income of 
$158,653, or 33 cents a share on the first preferred stock for 
the first half of the year, against a net loss of $667,799 for 
the corresponding period of last year. This showing was 


Galloway Photo 


334 





and Common 





Shares 


Speculative Possibilities 


possible in spite of Social 
Security and Retirement 


equal to 1.4 per cent of 
gross earnings for the first 
half of the year. 
ously, without these 
charges, the net income 
after fixed charges, would 
have been correspondingly 
larger than the amount 
officially reported. 

One of the most encour: 
aging features of the ap: 
parent turnabout in the 
trafic and earnings of the 
Erie is that it has been the 
result, in part, of a larger 
movement of coal than for 
several preceding months. 
Because of keen competi 
tion from other kinds of 
fuel, trucking and “boot: 
legging,” the movement of 
anthracite had fallen off sharply for several years. Natur 
ally the carrying of larger amounts of this commodity during 
the summer months, has been distinctly encouraging to the 
officials of the Erie, Lehigh Valley, Lackawanna and other 
so-called anthracite roads. Normally this commodity does 
not begin to move in volume until early in the autumn. 

Of course Erie cannot be accurately characterized solely 
as a carrier of anthracite, when considering its coal trafhe. 
The official figures for 1935 show that it transported 7,201, 
681 tons of bituminous against 7,296,693 tons of anthracite 
during that period. The former constituted 22.24 per cent 
and the latter 22.53 per cent of the total freight traffic for 
that year. 

Another especially encouraging and significant feature of 
the gains of the Erie’s traffic and earnings in the last two 
months has been the larger movement of manufactured goods 
of many kinds. It should be borne in mind by readers of 
this article, who may not be wholly familiar with the geo 
graphical location of the Erie, that its lines extend from 
New York to Chicago and serve such important centers 1 
between as Buffalo, Cleveland, Youngstown, Akron and 
Cincinnati. The Erie is not, therefore, a local road like 
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Lackawanna and Delaware & Hudson and Jersey Central, 
but a trunk line of nearly 2,300 miles of operated road. It 
reaches many other smaller trafic producing centers and 
areas in addition to those just mentioned. Neither is it any 
longer—if it ever were—an “overflow” line for the traffic 
that the New York Central and Pennsylvania could not 
carry in boom years. 

It should not be forgotten, either, in considering the traffic 
position and possibilities of the Erie that it has direct access 
to the coal fields of Pennsylvania and that it is regarded by 
most authorities as being better situated than any of its com- 
petitors with regard to the anthracite fields in the rich 
Mahoning Valley. 

Hale Holden, chairman of the Southern Pacific Co., told 
the writer recently, in commenting upon the large increases 
in the traffic and earnings of that system, that “there appears 
to be a good market for everything that the Southern Pacific 
carries.” He had in mind especially the perishable fruits 
and vegetables raised in such large volume in Southern Cali- 
fornia, Texas and Arizona, which constitute such a big and 
profitable part of that company’s freight business. 

The absence of a good market for those commodities dur- 
ing the depression years, was a rather serious adverse factor 
in the trafic and earnings of both the Southern Pacific and 
the Erie. For many years the Erie has handled from Chicago 
eastward a very substantial part of this business originating 
in Southern Pacific territory. What it means to the Erie 
can be shown by a glance at two items in the 1935 report of 
that company. While for that period products of agricul- 
ture contributed only a little less than 634 per cent and 
animal products only 2.8 per cent of the total number of 
tons of freight traffic handled, still the revenues from those 
two sources were close to $13,500,000, or about 21 per cent 
of the total. In the former classification—products of agri- 
culture—were included the many kinds of fruit, and vege- 
tables grown in such large quantities in California, Texas 
and Arizona, on all of which the freight rates are high. The 
extent and character of the trafhc handled by 





compares very well with that of other raiiroads of its size 
and class. Both roadway and equipment have been very well 
maintained in proportion to trafhc and earnings. In April 
last, 500 box cars were ordered, which were paid for 
largely with government funds. 

On the basis of the way the Erie used to be regarded, 30 
years and more ago, bankruptcy during the worst of the 
depression, would not have caused surprise. Because, how- 
ever, of the extent to which the property has been improved 
through a long period of years, and aggressive and careful 
management, no special difficulty was experienced during 
the worst years since the fall of 1929. For 1932, the black- 
est of all those years, the Erie reported a deficit after fixed 
charges, of $3,142,997. For 1934 there was a sharp drop to 
only $601,034. Last year the deficit rose to $852,400. 

With fixed charges more than earned for the first six 
months of this year; with the expectation of better gross 
earnings for July than the $7,024,063 actual reported for 
June; with a fair net income for July after charges against a 
deficit of $736,236 for July a year ago and with the outlook 
for the remaining five months of this year favorable, the 
Erie should close the current fiscal period with a substantial 
addition to the 33 cents per share earned on the first pre- 
ferred in the six months ended June 30. 

The capital structure of the Erie, for many years, has not 
been all that might be desired in the way of conservatism. 
The bonded debt is quite heavy—a little over $267,000,000, 
or 60 per cent of the total capitalization. As the company 
has weathered the depression period, with a safe margin 
away from bankruptcy, there appears to be little or no 
probability of the funded debt being materially reduced in 
the near future through the medium of a recapitalization 
plan. The company has shown its ability to carry the 
present capitalization. 

As a matter of fact, the Erie went through the recent bad 
years with borrowing only relatively small amounts from 
the banks or the Government, in comparison with the short- 





the Erie gives it a far greater diversification of 
freight business than it is possible for the Lacka- 
wanna and Lehigh Valley to obtain. 


ERIES RECENT RECORD 





The carrying of passengers always has been 
only a secondary factor in the traffic and earn- 
ings of Erie. Like all the railroads of the 
United States in recent years, there has been a 
falling off of around 50 per cent in the number 
of passengers carried compared with 1929. In 
the case of Erie, the figures were 15,467,000 
passengers for 1935 and 27,600,000 for 1929. 
The revenues from this source for last year 
were only $4,909,657, or about 6 per cent less 
than in 1934 against $11,065,777 for 1929. It 
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| 
is gratifying therefore to observe that Erie’s pas- | 
senger business has been picking up so far this | 
year. The gain in the first quarter was about | 
8 per cent and for the second quarter there was | 
still further impovement. It is assumed, with | 
out official information, that the reduced rates | 
in June were a contributing factor. | 

The Erie, more than 30 years ago, when it 
was carrying a heavy funded debt and trying 
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to pay dividends on its first and second pre- 
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ferred stock at the rate of 4 per cent a year on 
each, was regarded as considerably under-main- 
tained and as a second-class railroad in most respects. Dur- 
ing the 20 years—1908 to 1928—that no disbursements 
were made on those issues, large sums of money, mostly out 


of earnings, were put back into the property. This policy 


has been continued since the Van Sweringens have been in 


control. Asa result, the physical condition of the Erie today 
for AUGUST 15, 1936 


term obligations incurred by various other railroads generally 
regarded considerably stronger than itself. The bank loans 
are only $2,575,000, Reconstruction Finance Corporation, 
$16,577,310 and Railroad Credit Corporation $2,734,634. 
The credit of the Erie has been wel! demonstrated with 
(Please turn to page 359) 
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Significant Changes in 
Oil Industry 


For some time the oil industry has 
been plagued by an uneconomical ex- 
cess of retail outlets and on numerous 
occasions this condition has been re- 
sponsible for costly price wars as lead- 
ing refiners have attempted to enlarge 
gallonage sales at the expense of profit 
margins. When price wars flare up it 
is usually the refiner who stands the 
loss, and not the dealer because it has 
been the policy of the industry to un- 
derwrite the dealer's profit when com- 
petitive conditions arise which might 
otherwise result in the dealer’ selling 
his gasoline at a loss. All of this may 
be changed, however, by a new policy 
which is quietly being carried out by 
nearly all of the leading oil companies. 
Virtually compelled by discriminatory 
chain store taxes in some states to re- 
linguish control of retail outlets, large 
oil producers have been gradually dis- 
posing of service stations to independ- 
ent owners. Former employees are be- 
ing encouraged to acquire stations of 
their own, with the company aiding in 
the financing. This move has extended 
to other states where the avoidance of 
taxes would not be necessary. Appar- 
ently it is felt that frequent pressure 
on retail gasoline prices will be re- 
lieved, with the largest producers con- 
cerned solely with maintaining whole- 
sale prices and the independent dealer 
primarily interested in operating his 
business at a profit and not on a gallon- 
age basis. If such proves to be the case 
the industry will have made a lengthy 
stride toward more stable operations. 


* * * 


International Paper Ref. 6’s 1955 


In the wake of general business re- 
covery has come a larger volume of 
advertising and increased demand for 
newsprint. Consumption has recovered 
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to a point where new high records may 
shortly be shown. Reflecting this fa- 
vorable turn of events, the domestic 
price of newsprint was recently in- 
creased $1.50 a ton to $42.50. Cana- 
dian producers as well will be benefited, 
although this group was of the opinion 
that the price advance should have 
been somewhat larger. International 
Paper is one of the largest and lowest 
cost Canadian producers of newsprint 
and is, in addition, one of the largest 
makers of Kraft, wrapping, book, bond 
and other types of papers. Operations 
which have shown a loss, after liberal 
charges for depreciation, in recent 
years promise to register material im- 
provement this year. Financial position 
has been adequately maintained and the 
company’s funded indebtedness is ac- 
quiring an increasing measure of secur- 
ity. The Ref. S.F. 6's 1955 are cur- 
rently quoted around 91, to yield 
better than 6!4, per cent, and while 
admittedly a second grade bond, they 
merit consideration where current in- 
come is a prime factor. 


* * * 


Ford in the Tire Business 


Rumors that Henry Ford is plan- 
ning to manufacture his own tire re- 
quirements were set afloat by the pres- 
ence in Detroit recently of numerous 
sales representatives of tire equipment 
makers. Several conditions, however, 
lend weight to these rumors. Labor 
difficulties in Akron, the center of the 
tire industry, have frequently threat- 
ened to disrupt the source of supply. 
Also it would be in line with the Ford 
policy of avoiding wherever possible 
complete dependence on outside sup- 
pliers. In recent years the company has 
constructed its own steel mill and a 
plant for the manufacture of safety 
glass. The Ford company already owns 
an experimental rubber plantation. The 
tire industry may well view with dis- 


may any developments which would 
threaten the loss of Ford business, 
which is estimated to account for about 
35 per cent of the output. Firestone 
would be the heaviest loser, but U. §. 
Rubber, Goodrich and Goodyear would 
also suffer. 


* * 


Railroad Equipment Orders Soar 


Revival in the railway equipment in- 
dustry, long one of the most conspicu- 
ous laggards among major industries, is 
definitely under way. Orders on hand 
for new freight cars on July 1 were 
the largest for that time since 1929, 
Orders for over 28,000 units were 
more than ten times as great as a year 
ago and in the single month of July 
gained over 2,300. New locomotives 
on order July 1 included 67 steam and 
23 electric and diesel types, whereas a 
year ago only 28 units were being built. 
Demand has not been confined to roll 
ing stock but has expanded to include 
many maintenance items and replace: 
ment parts. Principal beneficiaries in 
clude American Car & Foundry, West- 
inghouse Air Brake, Poor & Co. Amer: 
ican Brake Shoe and American Steel 
Foundries. 


Inventories Depleted 


A spirit of cautiousness has up until 
the present time prevented inventories 
in the hands of processors, wholesalers 
and retailers from expanding much be: 
yond hand-to-mouth limitations. As 
a result the stage has been set for a 
forward buying movement which might 
conceivably develop into an undesir- 
able boom. Commodity prices have 
lately shown a firm to rising tendency 
and are being closely watched by pur 
chasing agents everywhere. Restocking 
for inventory at prevailing price levels 
has undoubtedly been a factor in sus’ 
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© taining business throughout the nor- 


einer, 


ard 


In the 


mally dull summer months. 


steel industry, for example, the possi- 
© bility of a price advance on later de- 


liveries has hastened the placing of or- 
ders which might otherwise have been 
withheld until later in the year. Other 
industries are having a similar ex- 
perience. 


* * * 


A High-Yield Preferred 


Square D class A preferred, paying 
$2.20 annually, is currently selling 
around 33 to yield nearly 7 per cent. 
The company manufactures an exten- 
sive line of light electrical equipment 
such as safety switches, panel boards, 
fuse boxes, circuit breakers, etc., the 
principal demand for which is provided 
by general industry, as well as private 
building and repair work. There are 
123,316 shares of class A preferred out- 
standing, on which annual dividend re- 
quirements total about $271,300. Last 
year earnings applicable to the pre- 
ferred were equal to $5.84 a share and 
in the first half of this year the shares 
earned the equivalent of $2.77 a share. 
The shares are callable at 35, thus lim- 
ited possibilities for price appreciation, 
but from the standpoint of income re- 
turn the inducements are self-evident. 


* * * 


Eastern Fare Results 


If the results of a single month are 
any criterion, then the three out of the 
four largest passenger carrying roads 
in the East are guilty of crying “Ouch” 
before they were hurt. With the lower 
passenger fares ordered by the ICC 
effective for the full month, the Penn- 
sylvania in June showed a gain of 6.6 
per cent in passenger revenues. The 
increase recorded by New York Cen- 
tral was more than 11 per cent, while 
passenger revenues of the New Haven 
were up 1.5 per cent. Including the 
Reading which showed a gain of nearly 
32 per cent and the B & O, with pas- 
senger revenues up 16.7 per cent, all 
of the leading passenger roads in the 
East carried nearly double the number 
of passengers that they did in June, 
1935. More money to spend by the 
public has undoubtedly had something 
to do with these gains but until the 
contrary has been proven, the results 
indicate that the experiment of lower 
fares is likely to be a successful one. 


x ok 
Two Leading Oils at a Discount 


_The assets of Mission Corp. consist 
of 1,128,213 shares of the common 
stock of Tide Water Associated Oil 
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and 557,557 shares of Skelly Oil. These 
holdings are equivalent to about 20 and 
55 per cent, respectively, of the out- 
standing shares of these two companies. 
Mission Corp. has outstanding 1,399,- 
345 shares of capital stock. Based on 
recent quotations for Skelly Oil and 
Tide Water Associated, the shares of 
Mission Corp. have a “break-up” value 
of about $25 a share. For no apparent 
reason, however, they are currently 
quoted fractionally under 20, offering 
an equity in two leading oil companies 
at an interesting discount. 


Sach i 


Straws in the Wind 


Kelsey-Hayes is spending $500,000 
for equipment to make hydraulic 
brakes. Rumor has it that the com- 
pany will receive a large Ford order. 
.. . Bendix is mentioned in the same 
connection. . . . Allis‘Chalmers shares 
are making new daily highs. Sales 
billed by the company in the first six 
months increased $11,000,000 and un- 
filled orders on June 30 were about 
$2,000,000 more than a year ago... . 
Cigar manufacturers are anticipating 
the best Christmas trade in six years. 
Output has gained considerably this 
year and there has been a noteworthy 
upturn in the demand for the higher 
priced brands. . . . Libbey-Owens-Ford 
reports the demand for plate glass to 
be so large that it has been unable to 
close its plate glass plant for repairs. 
The company is also active in the newer 
fields of spun glass and glass tiles... . 
Earnings of Briggs Mfg. have been 





estimated at $2 a share for the second 
quarter. An increasingly larger contri- 
bution to earnings is being made by 
the plumbing ware division, which is 
not hard to believe after examining the 
company’s handsome new catalogue. ... 
Speaking of catalogues, the Sears, Roe- 
buck Fall and Winter edition contains 
134 more pages than last year and 
Montgomery Ward's is the largest since 
1921. It is estimated that some 14,000,- 
000 people will pore over them. . . 
Earnings of $1.84 a share by U. S. Pipe 
@ Foundry in the first half of this year, 
against 25 cents last year, foreshadows 
a higher dividend later in the year. Of 
late the shares have persistently re- 
corded new highs. . . . Bethlehem Steel 
has re-opened its shipyards after a long 
period of inactivity. 


* * * 


New Records for General 
Motors Unit 


More Chevrolets were sold in the 
month of July than in any previous 
July in the company’s history. A total 
of 111,900 units were sold this year, 
substantially exceeding the previous 
high record for July made in 1929 
when 103,428 units were placed in re- 
tail hands. Since January 1, retail sales 
of Chevrolet have totaled 777,028 
units, or 99,247 more than the previ- 
ous all-time record set in 1928. With 
the exception of February, every month 
this year has set a new high record in 
Chevrolet sales. In the second quarter 
this year General Motors earned $88- 

(Please turn to page 559) 





Courtesy, American Locomotive Co. 


New locomotive orders, in common with those for other types of rail equip- 
ment, are mounting monthly. 
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Stocks Which Should See 


Higher Levels 


Prospects Favored by Increasing Volume and Profit Trend 


Selected by THE MacazineE oF WALL STREET StaFF 


Union Tank Car Co. 


The capital stock of Union Tank Car 
Co. recently selling on the New York 
Stock Exchange at around 28 and pay- 
ing regular quarterly dividends at the 
annual rate of $1.20 a share, is a con- 
servative issue possessing possibilities of 
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appreciation over a period. The com- 
pany in which it represents ownership 
owns some 39,000 tank cars which are 
leased principally to oil companies for 
the transportation of gasoline and other 
petroleum commodities. It has no 
bonds or preferred stock outstanding 
senior to the 1,200,000 shares of capi- 
tal stock, and is in excellent financial 
position. 

The dividend is being earned, and 
probably will be increased when earn- 
ings rise. Net was $1.23 share in 1935, 
$1.32 share in 1934, 99 cents in 1933, 
84 cents in 1932 and $1.49 in 1931. At 
the end of last December cash and gov- 
ernment bond holdings amounted to 
nearly 7.7 million dollars, while cur- 
rent assets were 9.9 million against 0.6 
million current liabilities. 

With the stock at 28, the company 
has a market appraisal of 33.6 million. 
Deduct 9.2 million working capital, and 
the 39,000 tank cars, owned without in- 
cumberance, are appraised at 24.4 mil- 
lion, or at a little more than $625 a car. 
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In order to earn a dividend of $1.20 
a share on the 1,200,000 shares of capi- 
tal stock, the company must earn $37 
per car per year, or a little less than 11 
cents per car per day, after all ex- 
penses and repairs. If earnings should 
rise to 22 cents a car per day, the divi- 
dend could be increased to $2.40 a 
share without drawing upon the ac- 
cumulation of cash in the balance sheet. 
Indeed, there would be a surplus of 
over $300,000 a year after dividends. 

Obviously, last year when only 11 
cents a car a day was earned, there 
was quite a percentage of idle cars, for 
rentals must be much higher than the 
figure named. It is apparent, too, that 
it costs more than $625 a car to repro- 
duce cars like those owned by Union 
Tank Car. The price at which the cars 
are appraised in the market is about 
the delivery price of the lowest priced 
rew automobile. 

Back in 1929, Union Tank Car 
earned $3,666,587, or $2.92 a share. 
Such earning power may be repeated 
sometime during the next few years. 
The company’s stock at around 28 or 
30 seems cheap. 


Sperry Corp. 


Commonly regarded as an aircraft 
industry company, Sperry Corp. really 
is a manufacturer of instruments 
and devices used chiefly by armies and 
navies. Products include gyro compasses, 
gyro stabilizers, range finders, military 
and commercial searchlights, floodlights, 
bomb sights, gun control devices, and 
miscellaneous aircraft instruments. It 
is estimated that the aircraft industry 
takes about 10% of the output of the 
two leading subsidiaries, Sperry Gyro- 
scope Co. and Ford Instrument Co. 
All of the latter’s, and most of the 
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It may be as 


former's business is 
States Government. 
sumed, therefore. 


craft expansion program, Sperry’s carn: 
ings will be good. Recently, an English 
subsidiary is believed to have been do- 
ing a big business with the British Gov 
ernment, participating in the armament 
boom. The company’s 
ment for the first half year will appear 
this month (August) and should make 
a favorable comparison with a year ago. 

It is not difficult to understand why 
the stock has been a popular trading 
medium recently. Recognizing that the 
next war will be fought in the air rather 









































than in the trenches or on the sea, 
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strengthening their air forces, and inci 
dentally buying much Sperry equip: 
ment; and the company has been sell- 
ing out its holdings of Curtiss Wright 
common and class A stocks in a rising 
market, realizing a good profit. 

Last September, after the directors 
had decided that Sperry should con 
centrate in the manufacturing rather 
than in the aircraft investment field, an 
arrangement was entered into whereby 
the Curtiss Wright investment would 
be sold to a distributive group at the 
approximate prices prevailing in that 
month; but in connection with the sales 
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arrangement it was provided that 
Sperry should receive a share of any 
profit the distributing purchaser might 
make due to advances in the market 
price of Curtiss Wright stocks. Quota- 


tions for both issues have more than 
doubled, and Sperry’s additional profit 
© should be substantial. 


In other words, 
more than the contracted average prices 
for September, 1935, are being realized. 

Sperry has 1,949,111 shares of capi- 


F tal stock issues as its only capital liabil- 


ity. A special dividend of $1 a 


> share will be paid on August 20. Earn- 


ings were 85 cents a share in 1935 and 
96 cents in 1934. At the end of 1935 
current assets were 7.1 million dollars 
against 1.2 million current liabilities 
and the company had 2.3 million dol- 
lars cash. So long as America and 
England continue to make large ex- 
penditures for armament, this com- 
pany’s earnings are likely to rise. The 
more “scientific” war becomes, the more 
promising is the company’s outlook. 


National Gypsum Co. 


National Gypsum Co. last year ac- 
quired, and this year absorbed through 
merger the Universal Gypsum & Lime 
Co. The combined company seems to 
be developing in a promising manner, 
earnings for the first half of 1936 being 
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$408,382 against $296,045, computed 
on the same basis, in the first half of 
1935. It is stated that 86% of the 
first half’s profit accrued in the second 
quarter, and that the outlook for the 
second half is decidedly good. 
Manufacturing and selling wallboard, 
grainboard, tileboard, insulating board, 
gypsum lath, lime, plaster, texture, fiber 
board, hard board, an acoustical plaster 
and metal lath, National Gypsum is 
benefiting from the current improve- 
ment in residential building in the New 
York, New Jersey, Ohio and Michigan 
sections served. While it is not a large 
company, as compared with U. S. Gyp- 
sum, it is reasonably capitalized, well 
situated as to raw materials, and ade- 
quately financed. Some $1,185,000 of 
new capital was raised during the first 
half year through the sale of additional 
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junior stock; and in 1935 the back divi- 
dend on the $7 preferred was elimi- 
nated by the issue of a new 5% pre- 
ferred stock of $20 par value. Divi- 
dends are being paid regularly on the 
old $7 preferred (35,110 shares issued) 
and on the new $20 par 5% preferred 
(25,184 shares outstanding). Funded 
debt consists of $784,000 of 6s, 1943. 

Annual bond interest and preferred 
dividend requirements senior to the 
229,596 shares of class A and 15,000 
shares of class B common stock aggre- 
gate $318,000. The class A is entitled 
tc non-cumulative dividends of $2 a 
share before anything is paid on the 
class B, and shares equally with the class 
B after the latter has received $2 a year, 
but has no voting power. It was ofh- 
cially stated last month that before the 
end of 1936 the directors expect “to 
consider dividends on the class A shares 
in the light of estimated financial re- 
quirements of the business . . . and the 
new rates of taxation imposed by the 
Revenue Act of 1936.” 

The class A stock is traded on the 
New York Curb and on the Chicago 
Stock Exchange, and recently has sold 
at around 48. It is a speculation in 
residential building activity. Residen- 
tial building is improving, especially in 
the territories where the company’s 
operations are concentrated. The man- 
agement appears to be aggressive, and 
results attained in the first half year 
speak for themselves. Current assets at 
the end of June were $3,905,000 against 
$542,000 current liabilities, the com- 
pany having $1,624,000 in cash and 
U. S. Government bonds. 


The Timken Roller Bearing 
Co. 


The Timken Roller Bearing Co. 
manufactures a simple device to elimi- 
nate friction, bear heavy loads and 
make high-speed machinery practical. 
Without the tapered roller bearing, or 
some device of its kind, the modern 
high-speed automobile and much heavy 
machinery this generation takes for 
granted would not have been possible. 
Timken developed the tapered roller 
bearing, perfected it, and makes a su- 
perior product. It has some competi- 
tion, but the product may be said to be 
at least semi-monopolistic. Practically 
all the motor manufacturers use Tim- 
ken bearings, although General Motors 
uses, for the most part, a non-tapered 
roller bearing developed by a subsidiary. 
Ford is Timken’s largest customer. 

Having no bonds or preferred stock 
issued, the company’s capitalization is 
most simple. There are 2,411,380 
shares of capital stock outstanding, on 








which regular and extra dividends re- 
cently have been paid at the annual rate 
of $3 a share. Earnings last year were 
equal to $3.10 a share, and in 1936 
should be moderately larger. Profits in 
the first half of this year were equal to 
$1.91 a share vs. $1.87 last year. Us- 
ually profits fluctuate more or less in 
harmony with automobile output, al- 
though a substantial part of the com- 
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pany’s business comes from the rail- 
roads and from other industries. Back 
in 1932, operations were at a small loss. 
Earnings in 1935 were almost exactly 
the same as in 1929 and in 1930, sug- 
gesting that in a “5,000,000-car year” 
earnings now would be larger, rather 
than smaller, than in pre-depression 
times. 

The company always maintains an 
excellent financial position. At the end 
of 1935, current assets, which included 
16.6 million dollars cash and equt- 
valents, were 28.7 million against 3.1 
million current liabilities. In view of 
cash position, the company may be ex- 
pected, under the new revenue law, to 
pay out about all it earns in dividends. 

This company’s shares are desirable 
to hold because of the company’s excel- 
lent product, its simple capitalization, 
its good earnings record, its strong 
financial position, and its probable lib- 
eral dividend policy. Every year finds 
many new uses for Timken products 
and the company maintains an active 
sales promotion organization to take 
advantage of the opportunities offered. 
As long as friction is a major mechan- 
ical problem, Timken’s growth is likely 
to continue. Now that Timken bear- 
ings are so widely used in railroad 
equipment, the company’s participation 
in the next car and locomotive building 
boom should be much more pronounced 
than in 1923-1924. 


American Car & Foundry 
Co. 


The unfilled orders of the freight car 
makers of the United States at the end 
of June called for the delivery of 28,089 
cars compared with only 2,428, 12 

(Please turn to page 554) 
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ith Accumulations 


New Tax Law Will Foster Many 
Payments of Back Dividends 


By J. S. WitiiaMs 
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ee which like bonds sell on a basis 
more preferred stocks, notably || : to reflect their comparative 
issues on which unpaid divi- Preferred Stocks in a Favorable investment quality and_ the} 
dends have accumulated, have Position relative security of dividends. 
scored substantial market During the depression score; | 
gains. Stimulated by the evi- oo. “ee of preferred dividends were | 
dence of better earnings and lations 1985 1936 tion omitted, fewer were reduced, | 
more favorable prospects many Amer. Power & Light 6‘; . $16.12); 3.23(a) 5.08(a) as corporate managements took 
preferred stocks advanced to Amer. Steel Foundry 7%... 17.50 Nil(b) 8.35(b) to the storm cellar and con 
a point where not only was Assoc. Dry Goods 7% 2nd. 28.00 2.31(c) 8.11(c) served working capital. Dur 
the resumption of regular divi- Crucible Steel 7% .. .. 26.25 5.07 NF ing the interim unpaid divi 
dends discounted but also the General Cable 7%... 36.75 Nil(d) 2.87(d) dends have been mounting 
probability that holders would Goodyear Tire 7%... 10.50 7.24 NF (nearly all preferred stocks are 
ultimately be reimbursed in Minneapolis Moline 614%. 33.3114 1.72 NF... cumulative) and creating an 
some manner for accumulated National Supply 7% . 33.25 Nil(b) 2.97(b) ... obligation which must be met 
arrearages, as well. As a re- Shell Union Oil 514%. 26,12! 1.32(d) 15. 98(d) before common _ stockholders 
sult investment interest in this Spang-Chalfont 6%... 13.50 — 1.01(b) 2.41(b) may receive any share of earn: 
class of preferred stocks gradu- Youngstown Sheet 514% .. 19.25 Nil(d) 29.90(d) ings. 
ally waned until the recent (a) 12 mos. ended May 31, on all classes of preferred. (b) 3 Despite the fact that recov 
passage of new tax legislation, Sa. i rl ery has been gaining in mo 
since when it has revived not- mentum over the past year 
ably on the expectation that - dividend accumulations on pre: 





favorable dividend action will 
take place sooner than might otherwise be the case. 

There is, of course, no basis for assuming that all, or 
even a majority, of the companies which owe back divi- 
dends to preferred stockholders will shortly resume regular 
payments and provide for accumulations solely for the pur- 
pose of avoiding the tax levied on undistributed earnings 
by the Revenue Act of 1936. Improving earnings and 
adequate finances continue to be the governing factors in 
gauging dividend prospects. The point is, however, that 
where the combination of financial strength and better 
earnings is definitely present, the discharge of preferred 
dividend obligations seems likely to be hastened. 

The introduction of this new factor as a consideration 
in the selection of preferred stocks for both income and 
price appreciation, although not materially altering their 
basic position, nevertheless, serves to heighten the merits 
of this particular investment group. Ordinarily, preferred 
stocks are sought by investors solely as a sound medium 
producing a fixed rate of return. Speculative inducements 
are to be found in convertible and participating features 
sometimes embodied in preferred stocks but such issues are 
but a mere handful by contrast with the conventional type, 


540 


ferred stocks as a group have 
risen faster than they have been liquidated. A number of 
companies have discharged preferred dividend obligations 
in full but for a considerable majority of the holders’ of 
non-dividend paying issues the settlement of their claims 
is still a promise. One which is brightened, however, by 
the marked improvement in current business and earnings, 
with the provisions of the new tax serving further to prod 
corporate managers into action. 

Where preferred dividends have been permitted to lapse 
for several years, and this means the majority of the issues, 
the probabilities are that holders will be offered additional 
stock, either preferred or common, perhaps both, instead 
of cash in settlement of back dividends. This procedure, 
assuming that any proposed plan is a just one, in no way 
detracts from the investment possibilities to be credited to 
selected preferred issues. Nor does it in any way nullify 
the favorable implications in the latest tax legislation as 1t 
seems likely to effect preferred stocks. 

Aside from the possible capital increment to be derived 
from the purchase of preferred stocks carrying back diviv 
dends, such issues carry the promise of a potentially liberal 

(Please turn to page 560) 
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4 Nice moderate summer 


The Business Analyst 






— Purchasing Power Gains 


temperatures have recently 
permitted resumption of in- 
dustrial work which had been 
held up temporarily by ex- 
cessive heat, and our Business 
Activity Index has practically 
recovered its lost ground. 
While drought damage promises to curtail business in scat- 
tered localities which have been hardest hit, other farm 
areas are bound to be helped by resulting higher prices for 
agricultural commodities; so that present prospects, barring 
serious labor trouble later, point to generally improving 
business activity during the remainder of the year. A recent 
compilation reveals that the profits of nearly 300 corpora- 
tions during the first six months of the current year increased 
about 65% over the corresponding period of 1935. With 
automobile assemblies, steel production, car loadings and 
other significant business indicators holding at close to the 
best levels yet reached on the recovery, the second half year 
is getting off to a good start and should produce even larger 
earnings, though probably not so gratifying as results for 
the first half in comparison with the corresponding period of 
1935; since most of the business betterment last year took 
place during the second half. 

Wholesale trade is exceptionally active at the present time, 
partly because of rapid improvement in general business 
conditions and partly stimulated by advance buying in antici- 
pation of still higher prices. For June, wholesale trade in 
the East is reported by the Federal Reserve Bank of New 
York to have averaged 10% better than in June, 1935, com- 


— Retail Trade Good 
— Steel Operations High 
— Prices Trend Upward 


— Equipments 


pared with a six months’ 
gain of only 8.4%. Changes 
for June ranged all the way 
from a 54% increase in 
jewelry to a 10% decline in 
men’s clothing, the only line 
to show a decrease. Manu- 
facturers of packaged food 
report that orders from drought areas are currently excep- 
tionally heavy, owing to prospective shortage of fresh food- 
stuffs. 

Retail trade during the second half of July was probably 
even better than for the first half in most sections of the 
country; though mercantile centres in the worst stricken 
drought areas—notably in Iowa and Nebraska, along with 
Minneapolis and St. Paul—are beginning to feel the pinch 
of curtailed farm buying power. 

Further reports on drought damage since our last 1ssue in- 
dicate that only half a normal corn crop will be harvested 
this season; but the hay crop is considerably heavier than in 
1934, so that the feed shortage is not altogether alarming, in 
spite of the circumstance that Federal authorities have al- 
ready resumed the purchase of cattle in some districts to 
forestall wastage of the country’s meat supply through 
starvation. Though the 1936 lamb crop was within 200,000 
of the largest on record, yet wholesale prices for lamb are 
advancing in sympathy with the prospective shortage of veal. 
As to wheat, it appears that a normal rate of consumption 
this coming year would completely exhaust the world sur- 
plus and leave little for seeding next season. Under the 
circumstances it is scarcely surprising that our Raw Material 
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Price Index has soared to a new high level since the dollar 
was devalued. 

Generally speaking, the country’s purchasing power and 
the demand for both producers’ and consumers’ goods con- 
tinues unabated in spite of drought and heat, with some 
lines reporting all time record sales. Non-agricultural em- 
ployment in June was 5% ahead of June, 1935, with pay- 
rolls up 10%. Dividends declared in July were 54% ahead 
ot July, 1935, and promise to become progressively more 
liberal as the year advances, owing to rising profits and un- 
der the spur of surtaxes on undistributed earnings. Distri- 
butions this year by General Motors, and not a few other 
prosperous companies, are expected to be the largest on 
record. Permits for new residences issued in June increased 
142% in estimated cost over June, 1935, and a recent survey 
places the housing shortage at the highest level in 20 years 
and more than double the post-war shortage. 


The Trend of Major Industries 


S$ T E E L—At a season of the year when a recession of con- 
siderable size would be normal the steel industry is now 
operating at close to the best level yet reached on the recov- 
ery. At Pittsburgh, the principal source of heavier shapes, 
production has reached 80% of capacity, the highest level 
since 1929, and 90% is looked for within the next two 
months. Gen. Charles G. Dawes, who, late in 1934, cor- 
rectly forecast the sharp pick-up that set in last summer, 
now predicts that the industry will be operating at capacity 
betore January 1. If so, the mills will have to hasten repairs 
and replacements; since difficulties in making prompt deliv- 
ery are already being experienced and consumers in many 
instances are striving to stock up against further delays. 
During June, for example, orders placed for sheets, used 
principally by the automotive industry, were more than 
twice as heavy as for June, 1935, despite the circumstance 
that motor car production this autumn is expected to run 
only moderately ahead of last year. Investors may find it 
worth noting that the greatest gains in earnings henceforth, 
in comparison with corresponding periods a year earlier, are 
likely to be experienced by the larger companies which 
specialize in heavy products; since the makers of lighter 
shapes were the first to recover and so are now nearer the 
ceiling 











whose current output runs at about 125,000,000 pounds 
monthly (about 55% of capacity), have agreed to raise their 
output by 7%; since foreign stocks above ground are no 
longer excessive. Tin prices have shaded a little since our 


last issue owing to Siam’s demand for a larger basic quota & 


as a condition for her renewed signature this autumn to the 
tin restriction agreement. World lead production in June 
was 12% ahead of June, 1935. 


PETROLE U M—Though crude output is running 10% 
ahead of a year ago, motor fuel in storage is up only 5%, 
and July profits of major companies are believed to have 
been the best in several years, despite a recent estimate that 
gasoline consumption in five states where gasoline taxes were 
increased during the past year has been reduced by 100, 
000,000 gallons in consequence. 


R AILS—Now that the I. C. C. has refused to extend 
beyond December 31 the freight surcharges which originally 
went into effect on April 18, 1935, carriers are planning 
other means of perpetuating the higher rates. Of the four 
principal railroads which were affected by reduced passenger 
fares which went into effect on June 1, the New Haven 
was worst hit in June, though the Pennsylvania also reported 
lower passenger revenue for that month than would have 
been received from the higher fares. New York Central 
and the Baltimore & Ohio, however, report that their in- 
creases in June passenger revenues over the corresponding 
month of 1935 were actually larger than the May increases 
under the higher fares. 


RAILROAD EQUIPMEN T—New freight cars 
on order at the end of June were larger than on like date in 
1929, and nearly 12 times as many as a year ago. New 
locomotives on order at the end of June numbered more 
than three times the unfilled orders of a year earlier. 


Conclusion 


After a brief minor set-back that lasted only a week the 
Business Activity Index has rebounded to practically the 
highest level yet reached on the recovery, and present pros 
pects point to still further improvement before the year 

end, barring. serious 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities in 


which you may be interested or on the standing and reliability of your broker. 


This 


service in conjunction with your subscription should represent thousands of dollars in 
value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





AMERADA CORP. 


I have 20 points’ profit in Amerada Corp. 
I bought for profit and income. I would 
be inclined to take my profit if higher 
dividends are not in order and I would 
like to have your views on this—B. P., 
Baltimore, Md. 


Considering the difficulties with 
which the petroleum industry has had 
to cope during the past several years, 
the record of Amerada Corp. has been 
particularly impressive and would seem 
to justify the company’s policy of con- 
fining its activities exclusively to the 
production end of the business. Thus, 
dividends have been maintained on the 
capital stock uninterrupted since 1926 
on a $2 annual basis and at the same 
time the company has made marked 
progress in the extension and develop- 
ment of its properties. At the close of 
last year, subsidiaries owned or had an 
interest in some 1,074,000 acres located 
in Oklahoma, Texas, Kansas, New 
Mexico and California. Wells in pro- 
duction totalled 909 at the last year 
end, and in view of new development 
work being carried on an increase in 
this number is anticipated this year. As 
a result of intensive exploration work, 
the company has continued to divest 
itself of uproductive acreage and ac- 
quire new properties having good po- 
tentialities. During 1935, production 
of crude oil amounted to 7,799,031 bar- 
rels, against 6,677,824 barrels in 1924. 
Drilling expenses during the year were 
about $1,000,000 higher than in 1934, 


but despite the fact that these expenses 
are charged directly to earnings, the 
company was able to show $2.28 a share 
earned on its stock, against $2.20 a 
share for the year before. Drilling and 
development expenditures have been 
increased again this year, but despite 
this fact earnings during the first half 
of the year amounted to $1.18 a share, 
against $1.04 a share in the first half 
of 1935. The policy of charging all 
drilling expenses directly to earnings 
naturally does not allow as good 
a showing as would be possible if 
these were amortized over a period of 
years, but it does mean that future 
earnings from wells already developed 
will entirely accrue to stockholders. 
The year-end balance sheet of the or- 
ganization reveals a sound status, with 
current assets of $5,840,282, including 
cash of $3,584,459 contrasting with cur- 
rent indebtedness of only $831,615. 
Capitalization, moreover, is most con- 
servative, being comprised solely of 
common stock. The company in the 
past has taken advantage of favorable 
opportunities to sell proven acreage to 
others and in view of the desire on the 
part of many large organizations in the 
industry to increase oil reserves, there 
will probably be other such opportuni- 
ties presented in the future. While you 
already enjoy a very worth while profit 
on your commitment in this stock, indi- 
cations are that further retention is the 
logical course to follow in view of the 
excellent earnings potentialities. 


BEST & CO., INC. 


I hold 100 shares of Best & Co. pur- 
chased at 33 on an analysis in your maga- 
sine. 
doubled in value I am wondering to what 
extent future possibilities are discounted. 
Please advise me—Miss E. L. B., Easton, 
Pa. 


While Best & Co., Inc., naturally 
suffered from depression influences, its 
record has been consistently better than 
that of the vast majority of businesses. 
Even in the fiscal year ended January 
31, 1933, the company was able to show 
a profit, equal, after the small preferred 
dividend requirements, to $1.05 a share 
on the common. That year marked the 
low point in earnings which in the fol- 
lowing year increased to $2.33 a share 
on the common, followed by $3.14 and 
$3.73 in the fiscal years ended January 
31, 1935, and 1936, respectively. Al 
though no definite figures are available 
concerning results thus far this year, it 


is understood that the gains registered 


last year have been further extended. 
With purchasing power aided by the 
soldiers’ bonus and larger payrolls, the 
balance of the present year is expected 
to be a profitable one for merchandisers 
generally. Best & Co.’s main store 1s 
located on Fifth Avenue, New York, 
but it also operates branches in such 
well-to-do suburban towns as Garden 
City, East Orange, Mamaroneck, Brook: 
line and Ardmore. Since merchandise 
handled quite obviously attracts the 
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Another 15 Points Profit 
in American Smelting 


So far this year 3914 points profit has been 
© made available on American Smelting through our 
‘definite advices. 


The chart herewith graphically shows the accuracy 
of our analysts in judging the important inter- 
mediate movements of this market leader. 


A... Recommended January 10 at 61% 

B... Closed out April 6 at 8514 
—23%, points profit in less than 
three months plus $1 dividend 

C... Recommended May 12 at 745% 


D... Closed out July 31 at 8934 
—15¥4 points profit in 12 weeks 





This is an illustration of the service you would 
receive as a FORECAST subscriber. We would ad- JAN FEB MAR — APR MAY JUN JUL AUG 

I vise you specifically what and when to buy and 

when to take profits . . . and counsel you in contracting or expanding your position in anticipation of pronounced 
market weakness or strength. Through such a flexible yet conservative program you can secure sizable profits and 
consistently build up your capital and equity. 


10 Points Profit in U. S. Pipe & Foundry 


k July 14 we telegraphed our subscribers: “Trading Advices Buy U. S. Pipe & Foundry under 46.” The average 
price paid was 4514. At its current quotation, 10 points profit is already available. @ Other recent profits through 
our Trading Advices, Bargain Indicator and Unusual Opportunities include 1414 points profit on Douglas Aircraft, 434 
on Montgomery Ward, 514 on General Motors, 714 on Zenith Radio, 43¢ on Allied Stores, etc. @ Commitments closed 
out to date this year in all departments of our service show 22114 points profit after deducting losses. 





) Profit Through Our Current Advices 


The present phase provides an excellent opportunity to purchase “behind-the-market” stocks for quick and substantial 

profits. You should also prepare this month for the next stage of the market advance discounting Fall and Winter 

phusiness activity after the election uncertainty is removed. @ Mail—or wire—us your Forecast subscription. Only eight 

points profit on even a 10 share commitment would cover our service for six months. This profit may readily result 

fom our first recommendation to you. 

| THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
90 BROAD STREET CABLE ADDRESS: TICKERPUB. NEW YORK, N. Y. 











I enclose $75 to cover my six months’ test subscription for The Investment and Business Forecast. I understand that regard- 
less of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our 
Code Book has had time to reach you.) 
i T DIN Short-term recommendations following intermediate market movements. Three to four 
C] RA G wires a month. Three to five stocks carried at a time. $1,200 capital sufficient to act in 
E ADVICES 10 shares of all recommendations on over 60% margin. 
UNUSUAL Low- priced issues that offer outstanding possibilities for market profit. Two to three wires 
[ ] a month, Three to five stocks carried at a time. $600 sufficient to buy 10 shares of all 
OPPORTUNITIES recommendations on over 60% margin. 
BARGAIN Dividend-paying common stocks of investment rating, with exceptional price appreciation 
prospects. One to two wires a month. Three to five stocks carried at a time. $1,500 
INDICATOR capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 
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New NRA? 


Will Robinson - Patman 
Price Discrimination Act 
disrupt business? Twelve 
probable effects. 


2 Outstanding stocks 


Unexploited, dividend-pay- 
ing issues showing sharp 
earnings gains. 


2 Convertible bonds 


Conversion privilege offers 
possibilities of large price 
appreciation. 


Earnings of 110 firms 


Valuable analysis 2nd quar- 
ter results shows gains of 
25-150% and up. 


What’s ahead for 


Foster Wheeler Douglas 
Inger. Rand Caterpillar 
Curtiss Wr. Un. Aircraft 


HESE are a few of the out- 

standing features of the cur- 
rent UNITED OPINION Bulle- 
tin. Introductory copy—without 
obligation. 


Send for Bulletin W.S. 42 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A re Boston, Mass. 


A CHEAP STOCK 
FOR LARGE PROFITS 


When HOUDAILLE-HERSHEY “B” was 
selling at 6% we advised its purchase as 
‘one of the most attractiz ve low-priced specula- 
tions in the entire list.’’ In less than a year 
it sold above thirty, This demonstrates the 
unusual profit possibilities in some of the 
low-priced stocks. 

We have selected another issue which may 
duplicate the performance of HOUDAILLE- 
HERSHEY. It is a stock in which you might, 
in the months ahead, secure greater-than-nor- 
mal profit. It is listed on the New York Stock 
Exchange. It is a stock in which we have 
great confidence. The business is expanding, 
profits are soaring and a small dividend is be- 
ing paid. Still this stock sells for less than 
$10 a share. 

The name of this stock wili be sent to you 
absolutely free. Also an interesting booklet, 
“MAKING MONEY IN STOCKS.” No 


charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 119, Chimes Bldg., Syracuse, N. Y. 























A Nilieais to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columns. Such _ publica- 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 
Street consistently for financial guidance. 











1934 1936 
A High Low High “High Low 
Atchison . 7334 4514 60 87 59 
Atlantic Coast Line 5414 241, 3714 3534 265% 
B 
Baltimore & Ohio. 3415 123, 18 2414 157, 
Bangor & Aroostook 46). 3514 49!, 49, 41% 
Brooklyn-Manhattan Transit 447, 2814 46%, 53%, 4014 
Canadian Pacific . 1814 107, 1334 16 107, 
Chesapeake & Ohio 48°, 3914 5314 69%, 61 
C. M. & St. Paul & Pacific. 814 2 3 2% 14 
Chicago & Northwestern . 15 314 5% 4% 216 
Chicago, Rock Is. & Pacific 614 134 254 3 1% 
D 
Delaware & Hudson. 73!» 35 431, 52 3634 
Delaware, Lack. & West. 33%, 14 19! 23! 14% 
. E 
Erie R.R....... 247, 93, 14 175, 11 
G 
Great Northern Pfd 32), 1214 35). 44 3214 
H 
Hudson & Manhattan 121, 4 51, 575 + B74 
I 
Illinois Central . 387, 1355 2214 28%, 185% 
Interborough Rapid Transit 171, 514 235% 187%, = «11% 
K 
Kansas City Southern . 193, 65, 14!, 26 13 
Lehigh Valley . 2114 91, 114 143, 8! 
Louisville & Nashville 62), 3734 643, 93 57} 
Mo., Kansas & Texas 147, 43, 635 955 5l6 
Missouri Pacific. . 6 1% 3 4 2% 
N 
New York Central... 45), 183, 29%, 421, 2734 
. Y., Chic. & St. Lonis....... 267%, 9 19 3634 173 
N. Y., N. H. & Hartford..... 24) 6 81, 554 3 
N. Y., Ontario & Western.... 115 4} 61, vB 4 
Norfolk & Western.... 187 161 218 300 210 
Northern Pacific. . . 3614 14), 2514 36%4 237 
P 
Pennsylvania . y 391, 20!, 32!4 39 2814 
Pere Marquette. eee 38 12 3415 443, 25% 
Pittsburgh & W. Va.. 27 10 25 41% 21 
R 
IE odie cua sn 5634 35! 43'. 483, 351, 
Ss 
St. Louis-San Fran. 454 1\¢ 2 354 1% 
Southern Pacific. . . 3334 14% 25, 413, 23% 
Southern Railway .. 3614 11, 1614 214 1234 
Union Pacific....... 1337, 90 111% 14015 1081, 
Ww 
Western Maryland..... 174 Ts 10'< 12), 81¢ 
Western Pacific 81, 25% 33% 4 2 
. . 
Industrials and Miscellaneous 
1934 1936 
A High Low High High Low 
Adams-Millis.... 347 16 374 3534 17% 
Air Reduction........ 113 9134 173 81%, 68 
Alaska Juneau.. cade ees pw sas > 16% 20% 17% «13 
Allegheny — See a aa 15 32 394, 267% 
Allied Chemical & Dye Pe eee 160%, 116% 173 227 157 
Allis Chalmers Mfg.. errr | 10%% 33% 5434 3634 
Alpha Portland Cement............. 20%, 1145 22% 281, 1934 
Amer. Agric. gam (Del)... ... 48 254% 57% 6344 49 
American Bank Note......... 2514 11% 47% 55144 8387 
Amer. Brake hae: ‘% daueian 38 19% 42\% 513, 40 
American Can. : 1143, 90144 14954 13744 11534 
Amer. Car & Fdy.. 337% 12 333% 41% 30 
American Chicle. ie 10% 4614 96 102 8754 
American & Foreign Power...... 1834 3% 94 934 64 
Amer. Power & Light........ 12144 3 95% 14%, 7% 
Amer. Radiator & $.S..... 1754 10 25% 27%, 18% 
Amer. Rolling Mill.. 2814 1314 32%, 34 23°24 
Amer. Smelting & Refining 614 304% 645, 9114, 66% 
Amer. Steel Foundries . 26', 10% 2514 365, 2014 
Amer. Sugar — ee 72 46 70\4 614% 484 
Amer. Tel. : Tel. 125144 100% 160% 178 14914 
Amer. Tob. 89 67 107 104 8814 
Amer. Water Works & Elec 275 1254 2234 27 19% 
Amer. Woolen Pfd. ‘ 8334 36 6834 7034 §4%4 
Anaconda Copper Mining 17%4 10 30 40'; 28 
Armour Co. of Ill... 6% 34 6% 7%; 454 
Atlantic Refining . . 3514 2114 28 351, 265% 
Auburn Auto. 573% 16% 4514 544, 265% 
Aviation Corp. ‘Del. 10%, 334 5% 734 454 
B 
Baldwin Loco. Works 16 416 654 6% 215 
Bayuk Cigar.. 45%, 23 6634 19% 16%4 
Beatrice Creamery 5 193, 1014 201% 26 18 
Beech-Nut Packing . 76°% 58 95 96 85 
Bendix Aviation...... 23% 934 2414 313, 215% 
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Bethlehem Steel..... 
Bohn Aluminum. . ‘ 
Borden a: rerer 
© Borg Warner. . xa 
Briggs Mfg... 
Bristol- -Meyers. . 
Burroughs Adding Machine 
| Byers & Co. (A. M.).... 


Cc 
California Packing....... 
Canada Dry — Ale. 
Case, J. L. ay, 
Caterpillar Tractor. saws 5 
Celanese Corp..... 
Cerro de Pasco Copper. : 
Chesapeake Corp. . 
Gerster Corp. ...... 2.50% 
Coca-Cola Co. 
Colgate- Palmolive-Peet.. 
Columbian Carbon...... 
Colum. Gas & Elec...... 
Commercial Credit .. 
Comm. Inv. Trust . 
Commercial Solvents .. 
Congoleum-Nairm....... 


Consolidated Edison of N. Y. 


SCR 
Con‘ainer Corp......... 
Continental Can......... 
Continental Insurance. . . 
Continental Oil........ 
Corn Products Refining. . 
Crown Cork & Seal...... 
Cutler-Hammer......... 


Deere & Co...... 
Diamond Match. 

Distillers Corp. Seagrams. 
Dome Mines........... 
Douglas Aircraft... 3 
Du Pont de Nemours... 


E 
Eastman Kodak....... 
Electric Auto Lite...... 
Elec. Power & Light..... . 


Electric Storage — * Bees 


Endicott Johnson Corp.. 


F 
Fairbanks, Morse... 


Firestone Tire & Rubber..... 


First National Stores... .. 
Foster Wheeler........... 
Freeport Texas........ ‘ 


G 
General Amer. nei 
General Baking........ 
General Electric...... : 
General — earn 
General Mills . 

General Motors... 

General Railway Signal... 
General Refractories. . 
Gillette spied Razor..... 
Glidden . ae 
Gold Dust... Ress 
Goodrich Co. ‘B. ae), ee 


Goodyear Tire & Rubber....... 


Great Western Sugar.. 


Hercules Powder. 

Hershey Chocolate. . ; 
Homestake mony od ihe as 
Hudson Motor Car. 

Hupp Motor Car. 


Industrial Rayon... 
Ingersoll-Rand . 


ter. Business Machines........... 


miter, Cement.......... 
Inter. Harvester........ 
Inter. Nickel.......... : 
Inter. Tel. & Tel....... 


Jewel Tea Co. 
Johns-Manville. . 


Kroger Grocery & ‘Baking. 


LS re 
Lehman Corp. . 
Libbey-Owens-Ford .. 
Liggett & Myers Tob. B. 

oe ee 
Loose-Wiles Biscuit .. 
Lorillard .. - 

“M 

Mack Truck . 5 
Macy (R. H.) .. 
Mathieson Alkali. 

ay Dept. Stores... 


AUGUST 15, 1936 
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1934 
High Low High 
4916 241% 52 
68%, 4414 59% 
284 19% 2734 
313% 16% 70'4 
28% 12 55% 
874 26 42 
19%, 104 328 
325, 185, 2054 
443% 18%4 4214 
29'6 12% 1754 
86%4 4 — 
3834 3 0 
447, 17% 3534 
a Be Bt 
48 4 
6034 2914 9374 
16114 951; 93 
1814 9% 21 
Tote | 63g 488 
401; 185, 58 
61 3534 72 
36%4 1534 237% 
3534 22 27 
473% 18% 3434 
1414 1% aie 
641g 563{ + = 9914 
3614 233; 44% 
223, 15% 35 
8414 5514 7834 
364 18%4 487% 
21', 11 47 
3416 10} 5834 
281% 21 41 
2654 8% 38% 
4614 32 44% 
281: 144% 5834 
103% 80 1464 
11615 79 172% 
31% 15 3836 
9% 2% yez4 
52 34 5834 
63 45 66 
18%, 7 3914 
2514 131; 8515 
691, «53 5875 
22 815 30 
5034 2115 305% 
4354 30 4815 
143, 614 133% 
2514 16% 407% 
oth) 28 ag, 
45 51 4 
42 2454 593, 
a Be oe 
14%, 8ig 1914 
a gh 
18 8 1414 
413; 1815 26% 
3514 25 347% 
815, 59 90 
73% 48). 8134 
43014 310 495 
2415 61174 
144 1% 3% 
3214 193, 3635 
7334 4914 121 
164 131 19014 
3734 183 36% 
467, 2314 6554 
2914 21 474 
17%4 Ts 14 
5715 38 67 
663, 39 99! 
214400115 1814 
a3, 16 30 5, 
3354 2314 3214 
313, 221g 8814 
78 681, 9534 
1) 487%, = 281g 4914 
11114 «T444—s:120 
37 203, 5514 
443, 331g 4156 
2215 153; 2615 
413; 22 3054 
621% 3514 67% 
40%4 231% 337% 
4534 30 5734 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


‘Booklet M,’”’ giving trading requirements 
and other information, sent on request. 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. ¥. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 

















Full Lots - Odd Lots— 


LAPHAM, DAVIS 
& BIANCHI 
Members New York Stock Exchange 
29 Broadway, New York 


Uptown Office Boston 
522 Fifth Ave. 49 Federal St. 








Stocks ¢ Bonds ¢ Commodities 


Commission orders executed for 
cash or conservative margin 











Send this advertisement for 
2 weeks trial free. 


GARTLEY’S WEEKLY 
STOCK MARKET REVIEW 


A ten page weekly analysis 
of stock price trends; a speci- 
fic technical review of from 
30 to 40 stocks and other im- 
portant and valuable market 
comment and opinion. Pre- 
pared by H. M. Gartley, Inc., 
pererediy Ton authorities on the 
technical interpretation of 
stock price movements. 


H. M. GARTLEY, INC. 


76 William St. New York 








POINTS ON TRADING 


and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6é 
Accounts carried on conservative margin. 


(HisHoLM & (HaPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


























Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir& 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 
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SELECTED LIST 


Common Stocks 
Which Have 
PAID DIVIDENDS 
Continuously over the 


PAST FIVE YEARS 
Copy on Request 


Jenks, Gwynne & Co. 


New York Stock Exchange 

Members {New York Curb Exchange 
New York Cotton Exchange 

65 Broadway New York 


Toronto—Montreal—Burlington, Vt. 

















Dividends and Interest 














Atlas Corporation 


Semi-Annual Dividend 
on Common Stock 


NOTICE IS HEREBY GIVEN that a semi- 
annual dividend of 40¢ per share has 
been declared on the Common Stock 
of Atlas Corporation payable Sep- 
tember 5, 1936 to holders of such 
stock of record at the close of busi- 
ness August 15, 1936. 





Dividend No. 28 
on Preference Stock 

NOTICE IS HEREBY GIVEN that a divi- 
dend of 75¢ per share for the quarter 
ending August 31, 1936, has been de- 
clared on the $3 Preference Stock, 
Series A, of Atlas Corporation, pay- 
able September 1, 1936 to holders of 
such stock of record at the close of 
business August 15, 1936. 

WALTER A. PETERSON, Treasurer 
August 7, 1936. 
























“Call for 
Pump MORRIS” 












New York 
July 30, 1936 


Philip Morris & Co., Ltd., Inc. 


A regular quarterly dividend of 75¢ per 
share has been declared on the Capital 
Stock payable October 15, 1936, to 
Stockholders of record October 1, 1936. 


L. G. HANSON, Treasurer. 
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BRACKENRIDGE 


Allegheny Steel Company has declared a 
dividend of $1.75 per share on their 7% 
cumulative preferred stock, payable Sep- 
tember 1, 1936, to stockholders of record 
August 15, 1936. 


A dividend of 25c per share and an extra 
dividend of 15c per share on common 
stock were also declared payable Septem- 
ber 16, 1936, to stockholders of record as 
of September 1, 1936. 
F. H. STEPHENS, 
Vice President & Treasurer. 








Allegheny Steel Co. | 
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1934 1935 1936 on ye. 
caea—_—e—e——e— ” ores =e pega e€ er 
M High Low High Low High Low 8/5/36 Share 
McIntyre, Porcupine................ 50% 3014 4556 3334 493% 395% 4254 2 
McKeesport Tin Plate.............. 95% 79 131 90'4 11844 87 88 “4 
Mesta Machine . Lessssssseee.. 8434 20% 4285, 24% (534 4056 52 3 
Monsanto Chemical................ 9614 39 9434 55 103 79 9714 bs | 
Mont. Ward & Co. DeSwem Ges 3554 20 407% 2134 43 3554 46 .80 
N 
PN eS yw wucls ne 3214 1254 1914 11 21% 155% 16% 1 
National Biscuit . eer 4 257, 36 %% 22% 3834 31% 324 1.60 
National Cash Register. eb Goan es aie 2354 12 231'4 13% 30 21% 2534 50 
National Dairy Prod................ 18% 13 221% 12% 284% +21 26% 1.20 
National Distillers... igicses: es | Te 34ig 881K 38% 44] avi P F. 
ational Lea coins sees prea “8 % 2 . 
National Power & Light... Jéiesce ee 65% 143; 4% 14% 95% 123% .60 
Seeds oe b-e% 5814 34\; 835; 40 %% 75 674 67 1.50 
Se eee eee 2834 11% 3614 1814 52144 32% 52 t.50 
North American......... = Re 2514 104% 28 9 3544 23% 3334 1 
re) 
Oy errr 1934 1214 265% 11\% 3234 2414 291¢ . 60 
RT ESINNE. 55s aGcace cscs 94 60 129 80 164 128 15334 5 
P 
Pacific Gas & Electric.............. 2316 1234 3154 131< 41 3034 3914 1.50 
Pacific Lighting .. ae Se 37 20%4 56 19 6834 4754 5515 2.40 
Packard ene Car. Se micnte: Sh 654 234 1% 314 13 6% 1014 t.25 
Paramount Pictures................ ve eae 12 8 12 1% 8% ve 
Penney (J. C.)..... ae I SN 7414 6114 8434 574 9134 69 894 % 
2 er i 445, 81 641, 73 6214 63 3 
Phelps Dodge.. ere 1314 28 14 1234 4044 25% 38 d 1.15 
Phillips Petroleum................. 2034 133% 40 13%, 49%, 38) 4434 1 
Pillsbury Flour Mills... ee 181% 38 31 37144 3014 3144 1.60 
Procter & Gamble. ee 331 5334 4254 49 4014 45 4 *1.50 
Public Service of N. J. Poa nes 25 46%4 20 34 4944 39 4614 2.40 
Pullman. ee. 3514 527% 29). 5244 36% 505 1.50 
R 
Radio Corp. of America............. 9% 44 1334 4 1414 934 113% 
Radio-Keith-Orpheum.............. 44% 1% 6 14 914 5 6% 
Raybestos-Manhattan.............. 23 1414 3014 16!% 3814 28% 3434 1.50 
Remington —- Ly eee 6 20%, 7 2334 18% 19 * 60 
2 a = See 25%4 1014 2034 9 26%, 16% 2114 oe 
Reynolds (R. ar: yy cf ees 5334 3934 67 5534 585, 50 55% 3 
Ss 
Oe be ee 57 3814 46 3156 35144 27 2814 2 
Schenley Distillers................. 38% 17\% 5614 22 52 3734 3814 $.75 
Sears, Roebuck . oars 31 69% 31 84 5954 8112 2 
eS coc Gisiene dian cows 9 4% 17 1% 2534 15% 24% .60 
Shattuck (F. G.). reg hebibus eke 6% 12% 7% 16%4 11% 1414 50 
Shell Union Oil. AAs ag 6 1614 5% 19% 14% 18% 
Socony-Vacuum Corp.. a Ke 1214 15%, 1054 17 121% 14% 50 
ly 7 Se .. 22% 10% 27 105% 3216 25 31% 1.50 
Spiegel May SE eae Ct 64 84 43% 8534 63 81% 3 
ee GO eee 2514 174% 19% 1214 18 14% 16 80 
Standard Oil of Calif............... 42% 2614 41% 2734 4754 353% 3734 “1 
Standard Oil of Ind................ 3234 23% 33 3% 23 40% 32% 37% ‘1 
Standard Oil of N.J................ 00% 3914 62%, 3534 70 61% 62% 1 
Sterling Products...... Seren || 414 68 5834 4 = 73 3.80 
BGOWALE-WAIMOT . ow... cc cece ce cecee 105% 4% 18% 6% 2414 164% 1874 50 
ey ee 134 3% 16); 2 2134 «145% 19% er 
NI See a earn 74. 61), 77 60}4 91 72 80 | 
+ 
Texas Corp Aaa ee Rae 293% 1954 304 161% 40 28% 3834 1 
Teras Gulf Salphur. Sucking esses ee 4314 a ots) 7 wats =. 4 P 
Tide Water Assoc. Oil. eerie %K % 4 % 
Timken Roller Bearing .. Sous ees! ae 24 1246 28%, 72.4 #42456 643% 3 
Tri-Continental . tkacs ss, 3 814 1% 12 1% 10 
Twentieth Century- SE A es ees eax 24% 13 323% a2is 27% 
U 
Underwood-Elliott-Fisher........... 58% 36 8714 53%, 99 74% 8416 3 
Union Carbide & Carbon ... 50% 35% 7534 44 9716 71% 9534 2.40 
Union Oil of Cal... Maaeiasecn Ue 11% 24 14%4 2814 20% 2234 1 
United Aircraft...... : . 16% 8% 30 24 9% 32%; 20% 26% 
United Corp... odo bibs .. 8% 2% 1% 1% 914 53% 84 
United Corp. Pfd..... : .. 89% 214% 45% 20%, 48% 404% 484 3 
United Fruit. om: . 59 92%4 60'4 85 664 8334 3 
United Gas Imp.. ; ; .. 20% 11% 18% 9% 19% 143% 174% 1 
U. S. Gypsum . FWY 3414 SS 40\4 110% 80'4 99 ; 2 
U. S. tl eee BI Alcohol ... 64% 32 50% 35 59 31% 345% 1 
U. S. Pipe & Fdy..... . 15'4 22°% ir i $19 hed 1.50 
U. S. Rubber.. 7. oe 11 174% é % 
U. S. Smelting, Ref. & Mining . 141 96°% 124!4 91%, 9614 7214 14 8 
U. S. Steel .. 59% 29 %% 505% 274 123% 46% 644 
U. S. Steel Pfd... > : 99'% 674 11914 73°% 13344 115% 1314 4 
Vv 
Vanadium............ . 8135 14 @i%;, 119% 87h s16%eSsi“ié«é YG 
WwW 
Warner Brothers Pictures 814 2%4 10*4 2% 14% 914 12'¢ . 
Western Union Tel : ... 66% 29'4 174 205% 95 12\4 87 12 
Westinghouse Air Brake ae ae 157%, 35%; 18 4814 343; 39 1 
Westinghouse Elec. & Mfg 1) 474% BT, = 9834 8854 14854 AG 18914 4 
Woolworth . . 854 414% 654% 51 56%, 44%; 527%, 2.40 
Worthington Pump & Mach oe BI%K% 134 2514 11% 35% 23 '<4 29 
Wrigley (Wm., Jr.)....... a | 54)5 82%, 73%4 79 6314 66 *3 


* Annual Rate—not including extras. { Paidlast year. { Paid this year 


with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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“k j (Continued from page 544) a var 




















A 
1) medium and higher income classes, the ee 
location of its stores could hardly be 
Diva | more advantageous. The balance sheet pas 
§ Per position of the company at the close of 


2 [the last fiscal year, January 31, 1936, 
tT revealed the largest net working capi- 
ey pital in the history of the company, 
amounting to $3,718,000. Cash and 
equivalent alone of $1,734,000 exceeded 


1.6 current liabilities of $986,000. Preced- ae, oii es 
1:20 | ing the 300,000 shares of common stock ag 
60 is an issue of only 2,466 shares of $6 ssocasmailiaall 
1'$9 | preferred and a real estate mortgage on 
sy the peed ed bigs prutog a 
which totalle k at the last fisca 
‘eo | yearend. However, it was recently an- W F R QO N T I E R S IN T 
5 | nounced that the company retired | NE ARE 


$150,000 of the original mortgage and 
1-50 Ff renewed the remaining $800,000 at 4% Or ELECTRIC 
1.85 J interest. Previously the company had BLD Pow 

*s | been paying 444%. At present prices WN () ER 
the stock unquestionably discounts to a 
‘1 | certain extent the improved earnings 
"1.50 | position of the company, but with earn- 
150 ings likely to exceed by a good margin 
the $3.73 a share recorded last year N° LONGER are the economic advantages of electric 
- |} the stock does not appear over-priced power confined to the large metropolitan cities. Gradu- 
1.60 | Moreover, the present $2 annual divi- XM 
"60 | dend rate could be easily increased or 





“Kx 





ally this potent energizing force has reached the towns, and 





3 | supplemented by additional extras, extends to the most remote villages and hamlets of the nation 
thereby ee the attractiveness of —to lighten labor, brighten homes, save time and otherwise 
o. the shares to investors. | oi 3 ; : 
1.76 contribute to the comfort and convenience of all our people. 
60 
50 | _ ; ; as 
loday, widely available electric power permits industry to 
60 ' s : ; a J 
1.60 | AMERICAN BRAKE SHOE & do much of its work in the smaller centers of population, 
TN P ‘ ; , rs 
| FOUNDRY CO. away from the congestion of great municipalities. As a 
a Do you think the conversion of the 7% result, tenement dwelling workers may abide more cheaply 
3.80 preferred stock of American Brake Shoe ; - 
50 into a 514% issue will result in sufficient and pleasantly on the countryside, well housed among 
=u saving to warrant a larger dividend on the s " Ro Ne ae A Oy apenas 
1 ge healthful, satisfying surroundings. ... Agricultural sections 
common stock? Has this been discounted Sear ; 5 S ; 
at present prices?—J. O. P., St. Louis, Mo. also have benefited materially through the recent advances in 
2 The original business of American | electrical production, distribution and technical achievement. 
60 : : ; : ‘ 
2 Brake Shoe & Foundry Co. was the In fact, it has been estimated that there are approximately 
fe manufacture of railroad brake shoes , : 
anufacture of railroad brake s one hundred and forty present uses for electric power on 
and parts only, but this limited line was ; 2 : ad : yu 
3 subsequently supplemented by car the farm and even more for rural industries —a definite 
ae wheels, castings, steel forgings, bearings, contribution toward greater versatility in such pursuits. 
; automobile brake equipments and a va- 
H raed of other items. Since gt we In all of these developments, Columbia System has played a 
cation lessens the company’s depend- ef 
1 pegs de ms P notable part. A decade ago the percentage of farms 
. ence upon railroad purchases, the com- ; oe itll : ; 
* pany has done considerably better in the United States receiving electric service was 
‘8 during recent years than the vast ma- negligible. Now Columbia alone, among its mani- 
4 jority of its competitors. Earnings were fold functions, meets the electric needs of thou- 
aided substantially by sales to the auto- ee —_ ; ; 
mobile industry of such items as fan sands of these outposts in its operating territory. 
belts, radiator hose and braking equip- 
ment. Furthermore, the company’s 
’ , Y 
ia sales to the railroads held up better than ( ‘0 .. I MB I A { A ~ X E I E CT RIC 
4 might be expected, since many of the £) steel ae 
49 > ~ ~2, ic : ° ee i > Y > > ry T 
tems produced for this industry are CORPORATION 
*s needed in repair and replacement work. 
Reflecting the improvement which the 
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company has recently enjoyed and the 
promising outlook, the dividend rate on 
the common stock has been successively 
advanced from 25 cents to 30 cents, 
quarterly, and to 40 cents in the case 
of the latest payment. The earnings 
report covering the six months ended 
June 30, 1936, showed net income equal 
to $1.26 a share on the common stock 
which was considerably better than the 
72 cents a share earned in the first half 
of 1935. Annual preferred require- 
ments have been lowered, through the 
replacement of the old 7% preferred 
by the new 514% preferred, some 
$165,000 which reduced to a per share 
basis on the present outstanding com- 
mon stock, would equal roughly 25 
cents a share. Thus, despite the in- 
crease in the quarterly payment on the 
common to 40 cents a share, additional 
increases or extras would seem a logical 
expectation, especially in view of the 
heavy tax on undistributed profits. 
With increasing carloadings currently 
being reported by the railroads, larger 
equipment and parts purchases are in 
prospect. Since American Brake Shoe 
will doubtless share in such business, 
and with sustained demand from the 
automotive industry in prospect, the 
present year should be the best for the 
company since 1930 when the equiva- 
lent of $3.24 a share was recorded. 
With this prospect, shareholders would 
do well to maintain their long position, 
in our opinion. 


MARLIN ROCKWELL CORP. 


In looking for a stock to give me a good 
yield with some price appreciation ] pur- 
chased Marlin Rockwell at 43. I would like 
to know what you feel about the prospect 
of it moving into higher ground. Is it 
favorably situated? Is the dividend secure? 
—L. R. K., Los Angeles, Calif. 


Marlin Rockwell Corp. reported net 
earnings in 1935 equivalent to $3.28 a 
share on the outstanding stock, making 
a very favorable comparison with the 
preceding year when earnings were 
equal to only $1.58 a share. This pro- 
nounced improvement in earnings early 
in the industrial recovery, augurs well 
for the future, and we believe gives 
promise of ability to maintain earnings 
at a high rate. The report for the first 
half of the current year bears out 
this expectation and reveals net income 
equivalent to $1.72 a share for that 
period, compared with $1.12 a share 
in the first half of 1935. Moreover, 
further assurance is found in an 
examination of the balance sheet which 
reveals a strong cash position, cash and 
marketable securities totalling nearly 
$4,000,000, as against total current 
liabilities of less than $900,000. Al- 


though incorporated quite recently, it 
carries on a long-established business of 
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the predecessor company (under the 


same name) and holds a_ well-en- 
trenched trade position. Its products— 
steel balls and bearings, find wide usage 
in the automotive industry, and among 
manufacturers of tractors and agricul- 
tural machinery. Record of the com- 
pany has been excellent both as to earn- 
ings and dividends. In only two years 
in the past ten has the company failed 
tc show net income after depreciation 
charges. They were the depression 
years of 1931 and 1932, and the deficit 
in those years was relatively small. 
Such a record is evidence not only of 
the trade position of the company, but 
of the steady demand for its products. 
The peak earnings were recorded, of 
course, in the year 1929, when a net 
equivalent to $7.43 a share was shown. 
It is interesting to note however, that 
apparently operating efficiency has been 
increased by the adversities of the de- 
pression, since in 1935 the company 
was able to save 38% of its gross earn- 
ir.gs for net, whereas in 1929 only 29% 
of the gross was carried through to net 
income. This is unusual in view of the 
fact that such a comparison ordinarily 
should be more favorable to the year in 
which its greatest volume of business 
was taken. Having shown its ability 
to recover earning power in the early 
stages of the recovery we believe that 
this company can look forward to con- 
tinued improvement, and you as a stock- 
holder may feel that your income will 
not only likely be increased, but by re- 
taining your holdings in this company 
you also have possibilities for apprecia- 
tion in value. 


P. LORILLARD CO. 


In your opinion shouldn't P. Lorrillard 
sell considerably higher on the basis of its 
yenerous yield? I bought 100 shares about 
a year ago on this basis, but haven't seen 
much appreciation yet—H. F. S., Mil- 
waukee, Wis. 


While there are longer term appre- 
ciation possibilities in the common stock 
of P. Lorillard Co., the immediate at- 
traction lies in the reasonably safe yield 
of approximately 5% at its present mar- 
ket price. The company ranks fourth 
i, the tobacco industry and while it is 
subject to the restrictions common to 
the industry as a whole, it also has re- 
ceived the benefits of the expansion in 
consumption which has characterized 
the industry over a long period of years, 
and which, it seems likely, will remain 
a characteristic of importance in the 
earning power of the leading cigarette 
and tobacco companies for some years 
to come. The more immediate problem 
facing this company and its competitors 
is to obtain and hold a favorable share 
of the available business at price levels 
which allow a reasonable margin of 





profit. Lorillard has been successful in re 


maintaining earnings throughout the 
depression years, and since 1933 when 
earnings were recorded at 89 cents a 
share, there has been a gradual im 
provement. Results in the year 1935 
were equivalent to $1.26 a share, cover. 
ing the regular dividend rate. Addi. 
tional assurance of continuance of divyj- 
dends at the current rate is found in the 
strong cash position of the company, 
Like its leading competitors Lorillard 
has spent a good deal of money in pro 
moting the sale of “Old Gold” cigar. 
ettes, although it appears that profits 
from this source have been derived only 
in late years. Lorillard differs from its 
leading competitors in that it does not 
depend primarily upon the sale of a 
popular brand of cigarette such as “Old 
Gold,” but derives the largest propor- 
tion of its revenues from smoking and 
chewing tobaccos, little cigars and Turk- 
ish cigarettes. In comparing Lorillard 
with other comparable issues, selling to 
yield a much lower return to the stock- 
holder at current price levels, one is 
impressed with the action of the mar 
ket as a whole during recent months 
in centering attention on issues with 
seemingly more dynamic possibilities, 
somewhat neglecting stocks of such 
character as the subject one. Neverthe 
less, we feel that over the longer term, 
Lorillard shares are not void of appre- 
ciation prospects and certainly the yield 
is an inducement to retention. 


GUARANTY TRUST CoO. 


! see very little published on the progress 





of Guaranty Trust, and as I am partially | 


dependent on it for income, and am dis- 
turbed about the 
hanks under new Federal Reserve prac- 
tices, your analysis will be appreciated. 
—M. B. H., New York, N. Y. 

In March of 1935 the directors of 
Guaranty Trust Co. reduced the div: 
dend rate to $3 a share for the quarter 
ending March 31. Previously the com 
pany had paid $5 a share quarterly, but 
the reduction in the dividend rate was 
deemed advisable as a _ conservative 
policy following the reduction in earn 
ings. For the year 1935 this bank re 
ported earnings equivalent to $14.22 
a share, which compares with $23.32 
share reported in 1934. Reduction in 
earning power last year is attributed to 


prevailing low rates of interest obtain | 
able from its investments and the lack | 


of demand by business and industry for 
bank credits. There is one remedy 
which would act as a cure for both ills 
Fortunately it appears that this correc: 
tive will be supplied in returning activ 
ity in trade and industry which has 
now gained sufficient momentum to 
justify a confident attitude toward the 
future outlook. Such a development 
will act to increase the demand for 
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vaalFree to New Subscribers At This Time Only 


An Important New Book Now Going to Press 


ERE is a new, original and authoritative hand- 

book which should be of interest to every in- 
yestor who reads The Magazine of Wall Street only 
spasmodically. 
It is based on information regularly appearing in 
our pages—and in an active market can be most 
useful—as the market action of these 50 leaders 
provides a ready indicator to the trend of stocks 
generally. 


The Magazine of Wall Street’s 


New 1936 Handbook 
of the 
50 Most Active Stocks 


Six of the stocks analyzed are selling under $6 a 
share—five between $5 and $10—seventeen are be- 
tween $10 and $20—thus providing a ready index 


to many attractive low-priced issues. 


Here are some of the points covered— 


I1—The nature of business and pros- 
pects. 


2—Financial structure—the number 
of shares issued—the number out- 
standing—indicating vulnerability 
and marketability. 


3—The Ticker Symbol. 


4—Six Year Earning Record — and 
Earnings Prospects. 


3—The Dividend Record Since 1929 
—and Dividend Prospect. 


6—The Ratio of Times Earnings to 
the Price Per Share prevailing 
over the past six years. 


Information like this can give you a sure basis for 
action. To be certain to receive your copy, just as 
soon as it comes off the press, you must subscribe 
now. 


Because of the cost of compilation and publishing, 
we are justified in including “The New 1936 Hand- 
book of the 50 Most Active Stocks” only with sub- 
scriptions of six months or more. To any of our 
regular readers who desire a copy, we suggest that 
they extend their present subscription six months— 
using the coupon herewith. 





The 1936 Handbook 
of the . 
20 Most Active Stocks 























—A Few of the Most Active Stocks Covered 


American Radiator . Bendix . Budd Mfg. . Chrysler 
Commonwealth & Southern . Consolidated Oil . Curtiss- 
Wright . General Electric . International Tel, & Tel. 
Montgomery Ward . North American Aviation . Northern 
Pacific . Packard Motor . Radio . Sperry Corp. . Stude- 
baker Corp. . Superior Oil . U. S. Steel . Kennecott Copper 


ee ee eee ee ee “| 
| The Magazine of Wall Street | 
| 90 Broad Street, New York | 
| Enter my subscription, as checked below, and send me “The | 
| New 1936 Handbook of the 50 Most Active Stocks” immediately | 
| on publication. , 
| —] The Magazine of Wall Street, 6 months. .$3.75 | 
| 1 The Magazine of Wall Street, 1 year..... 7.50 ; 
| On Foreign Subscriptions, postage is $1 a year additional. l 
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the abundant available credit, and will 
tend toward higher interest rates on 
long-term investments. In common 
with the other large banking institu- 
tions throughout the country, Guaranty 
Trust has been the victim of the ad- 
versities of the depression, and the Gov- 
ernment regulations which followed the 
banking crisis in 1933. It is doubtful if 
the most recent action of the Federal 
Reserve in increasing reserve require- 
ments will adversely affect Guaranty 
Trust, since it is probable the reserve 
requirements already measure up to the 
figure stipulated. Considering the out- 
standing position occupied by the Guar- 
anty Trust Co. in the banking field in 
this country, its excellent record 
throughout the depression, and the in- 
dication of gradual expansion in earn- 
ing power as money rates rule at a more 
normal level due to expanded commer- 
cial loans, we feel that there is no need 
for undue concern regarding the ap- 
parently passing adversities, and suggest 
retention of your holdings both from 
the standpoint of income and potential 
price enhancement. 


RADIO CORP. OF AMFRICA 


It seemed to me, that Radio common 
would do considerably. better after its re- 
‘ent recapitalization. Do you think near- 
term highs have now been approached? Do 
you look for further advances over the 
coming months?—L. J. F., Scarsdale, N. Y. 


The recapitalization plan of Radio 
Corp. was undoubtedly a very con- 
structive development, although larger 
benefits will result over the longer term, 
than are immediately apparent. This 
probably accounts for the failure of the 
market to give greater recognition to 
this achievement. At present price 
levels, the common stock of Radio Corp. 
stripped of the glamour of probable 
future earning power, cannot fairly be 
considered in line with other common 
stocks on the basis of present earning 
power. This glamour of potential earn- 
ing power however, has always been 
and continues to be a factor of primary 
importance in the market value of the 
shares of this pioneer among the radio 
enterprises. Rightly so, since while 
Radio Corp. cannot be said to dominate 
the field in the manufacture of equip- 
ment, or in the other important branch 
—broadcasting—it is so strongly en- 
trenched in those industries and its 
trade position seems so secure, that the 
public mind associates Radio as a per- 
sonification of the tremendous strides 
forward in the practical application of 
scientific discoveries in that vast field 
during the past ten years. It may be 
that the origin of this company under 
the auspices of General Electric and 
Westinghouse Electric had something 
to do with this public attitude, but 
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while this connection no longer exists, 
a much more fundamental basis remains 
to justify identification of Radio Corp. 
of America with progress in the radio 
field. This factor, namely, its research 
activities in exploring new fields for 
development gives Radio title to the 
place it holds among those who look 
forward to still greater achievements. 
Much further development is still un- 
doubtedly possible, rather probable, since 
the fulfillment of the expectation with 
regard to television does not seem to 
be a remote development if we can 
credit the reports which have recently 
been made public on this subject. Al- 
though television, so far as the general 
public is concerned, has been a little 
more than a fascinating possibility, pre- 
ceding the public demonstration of tele- 
vision which is scheduled in the near 
future, a great deal of research and ac- 
tivity has been going on. The company 
is said to have profited from the early 
experience with radio receiving equip- 
ment and that therefore, when televi- 
sion equipment is introduced it will be 
in a more perfected form. Radio's 
television patents are conceded to be 
universally basic. There are still further 
possible developments which have not 
yet taken the form of concrete ideas 
ir. the public mind, but which remain 
as possibilities to provide the kind of 
material on which speculation thrives. 
It is true that these are likely to be 
long-term developments, but they con- 
tinue as factors potentially recognized 
in the market value of the stock of 
Radio Corp. Under such circum- 
stances, this stock could exhibit marked 
strength on the announcement of im- 
portant progress. 


CONSOLIDATED OIL CORP. 

I hold 200 shares of Consolidated Oil 
bought at 8%. With apparently some ques- 
tion existing as to the industry's ahtlity to 
maintain prices, do you think it ad-isable 
to take my profit, or shall I contutue to 
hold?—L. G., Hartford, Conn. 


Earnings of Consolidated Oil Corp. 
in 1935, equal to 74 cents a share on 
the common stock, after preferred re- 
quirements, were the best since forma- 
tion of the company in 1932. Net in- 
come for the year was $11,306,905, 
against only $553,282 in 1934, and with 
an improved price structure and larger 
sales that figure should be topped by 
a good margin this year. The earnings 
position of the common stock has been 
further enhanced by the recent flotation 
of a $50,000,000 issue of convertible 
debenture bonds on a 3!4% basis, the 
proceeds of which were employed to 
retire bank loans previously created in 
redeeming 614% and 7% bonds, as 
well as by the replacement of the old 
$8 preferred with a new $5 issue. The 


improved position of the company j, 


evidenced by the latest dividend actio;f 


when directors designated the 15 cent: 
payment as a “quarterly distribution.” 
Previously, payments were merely 
called ‘ta dividend” and did not infe; 
additional similar payments. The man. 
agement has stated that its policy would 
be to supplement the present established 
rate with extras when and if earning; 
justify. Marked strides have been mack 
by Consolidated during recent years jn 
increasing crude reserves and refinery 
capacity. With pro-ration measures 
now in effect, crude oil production will 
probably be held within proper limits 
and this, together with the increasing 
consumption of both crude oil and re. 
fined products, indicates a profitable 
future for the industry as a whole 
Considering the subject company’ 
strongly entrenched position in the in- 
dustry and its improved capital set-up, 
common stockholders would seem well 
situated to benefit from the improve: 
ment occurring. Current prices for the 
stock are believed reasonable, moreover, 
in relation to present earning power 
and in view of the prospects mainte: 
nance of your present long position 
should prove the wisest policy. 


AMERICAN SNUFF CoO. 


A trust fund upon which I am dependent 
for income contains a number of American 
Snuff shares and I fear the call for their 
products must be declining fast. I am think- 
ing of suggesting the trustees dispose of 
this stock but would appreciate your en- 
lightening opinion first—A. P. S., Brook- 
line, Mass. 


Contrary to what might be expected, 
demand for snuff seems to remain prac 


tically unchanged from year to year| 


and there certainly is no indication as 
yet that you need fear any sharp de: 
cline in sales of the American Snuff Co 
for some time ahead at least. On the 
contrary, there should be a moderate 
increase in the company’s volume busi 
ness as the buying power of the South, 
the largest market, is restored to a more 
normal level. The elimination of proc’ 
essing taxes was a constructive develop’ 
ment, and moderate declines in operat 
ing costs are expected to rule in the 
near future. We find, therefore, little 





to encourage undue fears concerning 
dividend disbursements to stockholders 
by this company which unquestionably 
is a leader in its field. Further assur’ 


ance if needed is found in the strong | 


financial status characteristic of this 
company. At the close of last year 
total current assets stood at $14,867, 
060, including cash of $2,354,510 and 
marketable securities of $4,028,516, 
against current liabilities of $881,468. 
The record of American Snuff Co. ex’ 
tending over a period of thirty years 
has been characterized by stability of 
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earning power which is conducive to a 
liberal dividend policy. In its territory 
the well-advertised brands of this com- 
pany are well established among con- 
sumers, and the kind of competition 
which characterizes many enterprises 
appealing directly to the consumer is 
not a factor of importance with the 
well-established snuff producers. This 
freedom from the rigorous demand for 
constant outlays for promotional ex- 
penses common to other companies is 
undoubtedly one of the important fac- 
tors in the stability of the income re- 
corded by this company during past 
years and will in all probability con- 
tinue to qualify the shares of this com- 
pany as a stable income producer. The 
shares are especially qualified where in- 
come is of prime importance, and are 
not without moderate appreciation pos- 
sibilities as comparable investment me- 
dia become scarcer. 


DELAWARE & HUDSON CoO. 


When Delaware & Hudson is selling 4 
points higher than New York Central, 


and when each share of Delaware & 


Hudson represents approximately a share 
of New York Central held, it appears to 
me that Delaware & Hudson might be 
particularly attractive as a speculation if 
one or both companies can attain a favor- 
able earnings basis. Would you favor its 
purchase on this assumption?—R. L. E.., 
Schenectady, N. ¥ 

Due to the diversified interests of 
the Delaware & Hudson Co., it is our 
opinion that any prolonged upturn in 
the economic cycle would find reflec- 
tion in the company’s earnings state- 
ments and in the market action of its 
stock. Admittedly, the company’s 
railroad subsidiary, the Delaware & 
Hudson Railroad Corp., has not cov- 
ered its fixed charges since 1931, but 
there is reason to believe that the low 
point in earnings of this carrier has 
already been passed and that the 
future will witness a gradual return to 
a profitable basis. Despite the fact 
that the railroad property is heavily 
dependent upon shipments of anthra- 
cite coal and the future of this com- 
modity is beclouded by increasing com- 
petition from other types of fuel, in- 
dustrial recovery indicates at least 
some improvement in demand. Fur- 
thermore, shipments of miscellaneous 
items have improved recently and may 
be expected to register further gains 
in line with better business conditions 
throughout the territory served. As 
for the parent company’s interest in 
New York Central which, as you state, 
is equivalent to nearly one share of 
New York Central for each share of 
Delaware & Hudson outstanding, the 
future appears bright in line with the 
improved finances and increased pas- 
senger and freight revenues being 
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NOTICE OF Cig REDEMPTION 


THE TEXAS CORPORATION 


(A DELAWARE CORPORATION) 


CONVERTIBLE SINKING FUND 5% 


GOLD DEBENTURES 


NOTICE IS HEREBY GIVEN that, pursuant to the provisions of 
Article Third of the Indenture entered into on October 1, 1929, by 
and between The Texas Corporation (a Delaware corporation) and 
Continental Illinois Bank and Trust Company, as Trustee, The Texas 
Corporation has determined and elected to pay and redeem, and will 
pay and redeem, on the first day of October, 1936, all its Convertible 
Sinking Fund 5% Gold Debentures now outstanding under said In- 
denture, at a redemption price of 101% of the principal amount thereof, 
together with accrued interest on said Debentures to October 1, 1936, 
and said Debentures are hereby called for redemption as aforesaid. 

Said Debentures (together with coupons maturing on and after 
October 1, 1936, which belong to such of said Debentures as are 
coupon Debentures, and accompanied by proper instruments of 
assignment and transfer, executed in blank, in the case of registered 
Debentures without coupons and coupon Debentures registered as to 
principal) are required to be surrendered for payment and redemp- 
tion on the first day of October, 1936, as in this notice provided, 
at the office of Continental Illinois Bank and Trust Company (now 
Continental Illinois National Bank and Trust Company of Chicago), 
at 231 South LaSalle Street, Chicago, Illinois, or at the principal 
office in the Borough of Manhattan, City and State of New York, of 


The Chase National Bank of the City of New York. 


Upon such surrender of said Debentures, together with said cou- 
pons, if any, belonging thereto, The Texas Corporation will pay, on 
the date and at the places specified in the preceding paragraph, the 
said redemption price thereof, plus interest accrued to October 1, 1936. 

Such payment will be made, in the case of a coupon Debenture 
not registered as to principal, to the bearer thereof and, in the case of 
a registered Debenture without coupons or a coupon Debenture regis- 
tered as to principal, to the registered owner thereof, at whichever 


office, above mentioned, surrender of such Debenture is made. 


However, in case there shall not be presented with any coupon De- 
benture the appurtenant interest coupon maturing on October 1, 1936, 
shere will be withheld, from the payment to the bearer or registered 
owner of such Debenture, the face amount of such coupon and such 
coupon will be paid to the bearer thereof when the same is presented 
either in accordance with this notice or with the terms of such coupon. 

After October 1, 1936,no interest will accrue upon or in respect of 
any Debenture called for redemption nor will any coupon, belonging 
to any such Debenture, which matures subsequent to October 1, 1936, 
be of any force or effect nor will the holder of any such Debenture 
be entitled to any benefit under said Indenture excepting to receive 
payment of the redemption price on or after October 1, 1936, in 


accordance with the provisions of this notice. 


THE TEXAS CORPORATION 


Dated 


June 24, 1936 


By C. E. WOODBRIDGE, Treasurer 





| 





Holders of The Texas Corporation’s Convertible Sinking Fund 5% 
Gold Debentures, all of which outstanding have, as stated in the forego- 
ing notice, been called for redemption on the first day of October, 1936, 
may at their option surrender said Debentures (together with coupons 
maturing on and after October 1, 1936, which belong to such of said 
Debentures as are coupon Debentures, and accompanied by proper 
instruments of assignment and transfer, executed in blank, in the 


Additional Notice 





case of registered Debentures without coupons and coupon Deben- 


tures registered as to principal) at any time prior to October 1, 1936, 
at either of the offices specified in the foregoing notice, and receive 
the redemption price of of the principal amount of the 
Debentures so surrendered, together 


accrue to October 


1, 


101% 


with 


interest 


which would 


1936, on such surrendered Debentures, less 


bank discount at the rate of one-half of one per cent (Y% of 1%) 
per annum from the date of surrender to October 1, 1936. 


THE TEXAS CORPORATION 


Dated 


June 30, 1936 


By C. E. WOODBRIDGE, Treasurer 
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recorded and in prospect for that road. 
The Hudson Coal Co., the common 
stock of which is all owned by Dela- 
ware & Hudson Co., continues to 
operate unprofitably, and while there 
is little to indicate any marked change 
for the better in the affairs of this or- 
ganization, its value to the parent com- 
pany is still considerable as an origina- 
tor of trafic for the railroad subsidi- 
ary. Considerable strength is derived 
trom Delaware & Hudson's extensive 
holdings of marketable securities which 
had a value of around $46,000,000 on 
April 28, 1936. These investments 
have unquestionably shown further en- 
harcement since that time, in line with 
the improvement which has occurred 
in the securities market. However, the 
market action of Delaware & Hudson 
stock will probably tend to closely 
follow that of New York Central, be- 
cause of the approximate share for 
share relationship referred to above, 
and since prospects for this holding 
seem bright, we too feel that the specu- 
lative possibilities of the subject stock 
are considerable at existing quotations. 





American Car & Foundry 
Co. 


(Continued from page 539) 





months earlier. The unfilled orders of 
American Car & Foundry, which repre- 
sents roughly 25% of the industry, 
were about 22 million dollars against 
14 million. The company, which oper- 
ated at a loss in 1932, 1933, 1934 and 
1935, is expected to show around $5 a 
share earned on the preferred stock in 
the six months to end October 31. Divi- 
dends on the non-cumulative, non-call- 
able $7 preferred stock may be resumed 
before the end of the year: and if earn- 
ings and orders continue to gain, 1937 
should see the resumption of payments 
on the common. 

No industry was so depressed during 
the depression as the manufacture of 
freight cars. In 1932, American Car 
€& Foundry manufactured 35 cars com- 
pared with 47,243 in 1922 and 24,659 
in 1929, only a fair year. The railroad 
equipment industry has not had a really 
“good year” since about 1924. The 
accumulated deficit in production, there- 
fore, is larger than in perhaps any 
other line of manufacturing. It is esti- 
mated that the average age 60% of all 
the freight cars in use is 15 years. 

The railroads did not buy cars during 
1930-1935 because they did not need 
them to handle a limited amount of 
business. Carloadings now are recov- 
ering; and more and better rolling stock 
must be obtained. The improvement in 


trafic. In addition to freight and pas- 
senger cars AFC makes carburetors for 
automobiles, street cars, buses, motor 
boats and a wide variety of gasoline 
engines. 

In the past 37 years, American Car 
€ Foundry has earned 167 million dol- 
lars, paid almost 128 million in divi 
dends, shipped nearly 1,300,000 cars, 
enjoyed an aggregate sales volume of 








45 
40oL+ AMERICAN CAR tftp 
351+- & FOUNDRY 
30 } : 
25 


PRICE 








“YFMAMIJSASONDIFMAMIS 
1935 tL— 1936 —— | 
ess 




















some 2,430 million dollars and paid out 
513 million in wages. The company 
recently was appraised in the stock 
market (common at 37 and preferred 
at 77) at about 44.5 million dollars. 

Unlike some other concerns which 
have suffered from a drying up of or- 
ders in late years, American Car © 
Foundry has (1) no bank loans to re- 
tire, (2) no funded debt to pay off, (3) 
no back dividend accumulation on the 
preferred to pay off or eliminate, and 
(4) no weak working capital position 
to correct. At the end of last April, 
holdings of cash and cash equivalents 
amounted to 8.3 million dollars and cur- 
rent assets were 23.3 million against 3.6 
million current liabilities. Considering 
the size of the company, capitalization 
is small—289,450 shares of preferred 
and 600,000 shares of common. 

Obviously, both the common and 
preferred have interesting possibilities 
apparently without involving too great 
risks. 





Business Ponders The 
Patman Law 


(Continued from page 521) 





wholesalers, or re-manufacturers, and 
to apply a different scale of prices to 
each, but this provision was eliminated. 
As the law stands, a manufacturer or 
other seller may select his own custom 
ers, on a functional basis or otherwise, 
so long as this does not result in re- 
straint of trade, but if he sells to all 
classes of buyers he must be wary. 
Some argue that if a manufacturer 
gives the same discount to chains and 
wholesalers he is discriminating against 
the wholesalers’ customers (independ- 


authorities feel that the manufacturer 
will comply with the law if his quan- 
tity discounts are available to all 
and if they are based on actual savings 
in cost of manufacture or selling. 

Price changes from time to time are 
expressly permitted by the Patman law 
where made in response to changing 
conditions affecting the market for or 
the marketability of the goods con- 
cerned. Here the enforcing agencies 
will have to take a practical view, bas- 
ing each decision on the particular facts. 
If a manufacturer takes advantage of 
this by offering a few buyers a special 
price to “close out a discontinued line” 
he may in fact be found to be discrimi- 
nating against his regular customers. 

There is a question of procedure that 
has the lawyers up in arms. The law 
states that “upon proof being made” 
that there is discrimination, the accused 
has the burden of rebutting this prima 
facie case. While this may appear to 
reverse the traditional rule of presump- 
tion of innocence until proved guilty, 
it must be remembered that the Trade 
Commission must first make a showing 
cf discrimination. Also it is provided 
that a valid defense is that the dis 
crimination was made in good faith to 
meet competition. Lawyers say that 
this means that the competition sought 
to be met actually existed; that it is not 
sufficient to claim that competition was 
threatened. Nor may this provision be 
used to start competition where none 
existed nor to injure competitors. 

One of the main objectives of the 
sponsors of the Patman bill was to out- 
law fake and hidden brokerage com- 
missions and fees, which existed to a 
scandalous extent in some trades, and 
to this end the law prohibits granting or 
receiving any sort of compensation or 
allowance, except for services rendered 
in connection with the sale, either to or 
from the other party or his open or 
secret agent. In other words, a middle- 
man must actually be such and not the 
agent of either the buyer or seller in 
order to get a broker’s commission or 
allowance. This provision will not con- 
cern many trades but is far-reaching in 
others. 

Advertising allowances and_ other 
service payments are hard hit by the 
law. Already many manufacturers 
have stopped such completely, more to 
be on the safe side than because they 
were sure they would violate the law 
if they continued. Argument rages 
over this section and will continue. It 
states that it is unlawful to pay a cus 
tomer fo1 any services in handling 
goods unless such payment is available 
on proportionately equal terms to all 
other customers competing. 

There are scores of examples of such 
services—retail store window displays, 


the car building industry logically ent retailers) because they are in com- local advertising, installation of equip 
should go hand-in-hand with gains in petition with the chains, but most ment, remanufacturing, packaging, 
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or modifying any which cold reasoning 
indicates are causing price discrimina- 
tion which lessens competition. The 
whole purpose of the law is to open up 
competition and put it on a fairer, 
more equitable plane. 

Compliance can best be gained by 
eliminating all secret arrangements, by 
making public all price schedules, dis- 
counts and terms and adhering to them 
impartially. Many think this will lead 
to universal adoption of open pricing 
systems. 

Uniformity of price among compet- 
ing sellers is not required. The old anti- 
trust prohibitions on conspiracy to fix 
prices and restrain competition are still 
in force. If distributors try to comply 
with the Patman law by agreeing on a 
common course of action they are liable 
to get into hot water on the score of 
monopoly. 

Trade practice conferences with the 
Federal Trade Commission may help 
clear up many troublesome points. Some 
trades are advising members to inform 
the F T C of every change in practice 
and ask opinion of its legality, if for no 
other purpose than to get on record 
now in case of future investigation. 

Chain stores, mail order houses, and 
other big retailers will not be put out 
of business by this law, but, at least 
temporarily, they may lose some of their 
special discounts and allowances—both 
those to which they are not and to 
which they are entitled. Some think 
chains will be driven to doing their own 
manufacturing or buying manufactur- 
ers’ complete output, but other econo- 
mists discount this. Conversely, some 
independent retailers and wholesalers, 
who lobbied the law through in the 
belief it would hurt only the chains, 
may find they have lost some of the 
special considerations they have been 
getting. Manufacturers may have dif- 
ficulty justifying from a cost-accounting 
standpoint their discounts to small! dis- 
tributors. 

Prices in general may rise a little bit 
during the early stages of the law, but 
after competition becomes equalized no 
marked effect on prices is expected. 

If the act is strictly interpreted and 
applied literally to every detail of our 
complicated system of distribution, it 
will undoubtedly wreak havoc and may 
do much more harm than good through 
disruption of long-established practices. 
There is little indication that this will 
be done, in spite of alarm in many 
quarters. If the bulk of business at- 
tempts to comply with the spirit of the 
law, the government may be counted on 
to do the same. Said the House com- 


mittee in reporting the bill: 

“No business institution need have 
any fear of this legislation if it will 
conduct its business honestly and with- 
out the use of unfair trade practices 
and unjust price discriminations.” 
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American Industry’s Stake 
Abroad 


(Continued from page 516) 





ably more American money than any 
other nation’s in the great International 
Nickel Co. of Canada, which was born 
of a merger between the International 
Nickel Co. of New Jersey and the 
Mond Nickel Co. (England). The 
American Howe Sound has profitable 
mining properties in British Columbia. 
Indeed, there is no end to the list of 
American companies aiding in the de- 
velopment of Canada’s mineral lands 
and timber lands and providing the 
people with manufactured products. In 
addition, American capital in Canada 
engages in an extensive and profitable 
export business with other dominions 
and colonies and with Great Britain 


herself. 
Canada and Latin America 


Our investments in Canada are in a 
class by themselves. Perhaps this is 
because our attitude towards Canada is 
more confident than toward any other 
foreign territory. Yet, our investments 
there are subject to exactly the same 
hazards as any we have made else- 
where. We could always raise our 
tariffs so high as to make it impossible 
for the Canadian to pay us and im- 
possible for American plants to remit 
their Canadian profits to the United 
States. It is always possible for the 
Canadians themselves to upset Ameri- 
can investment by taxation; divi- 
dends paid by Canadian companies to 
holders abroad already are taxed 5 
per cent. Such a tax could always be 
made really onerous. Finally, while 
the Canadians are by and large a sen- 
sible people—just as Americans by and 
large are a sensible people, despite the 
Coughlins, Townsends et al—they are 
in one province at least committed to 
the folly of “social credit.” Fortunately, 
however, so far as one can see, basic 
threats to American capital in Canada 
are not factors about which we need 
worry at the moment. 

This cannot be said of American 
capital invested in many countries to 
the south of us. Taking Central and 
South America as a whole, a distinctly 
Communistic tinge is to be discerned. 
Mexico probably is the leader of the 
movement to confiscate and harass for- 
eign capital, including American capital. 
This capital is extensive. There is 
American money developing Mexican 
oil, Mexican silver, copper and other 
minerals; there is American capital in 
Mexican public utilities, railroads and 
electric power. Unstable politically, 


overrun with bandits, what returns 
the United States receives from Mexico 
is a matter merely of day-to-day con- 
gratulation. 

In countries to the south of Mexico, 
the situation is not as bad. The great- 
est single American interest in this 
territory undoubtedly is the United 
Fruit Co., with its huge banana, sugar, 
cacao and other plantations, serving 
which there is a fleet of three-score 
ships. No transfer problem ever besets 
the United Fruit Co., for it brings its 
profits, bananas, home in its own vessels. 

Direct American investments in 
South America are almost fabulous. In 
Venezuela and Columbia, American oil 
companies have sunk millions and, inci- 
dentally taken millions out. Dotted 
along the Andes are American mining 
enterprises—Northern Peru Mining & 
Smelting, American Smelting & Refin- 
ing subsidiary, in north Peru; Cerro de 
Pasco further south and Vanadium in 
the same general location. At Chucqui- 
camata in Chile is to be found Ana- 
conda’s great producing property, Chile 
Copper. Also in Chile is Andes Cop- 
per, another Anaconda subsidiary. Then 
there is also a great deal of American 
money in Patino Mines of Bolivia which, 
it might be noted in passing, was an 
involuntary financer of the Chaco War. 
Patino sold tin abroad and obtained 
foreign currencies for it, but the Bo- 
livian Government forced the company 
to exchange a large proportion of these 
foreign currency receipts into bolivianos 
at an “official” rate of exchange. The 
government then exchanged the foreign 
currencies for machine guns and Patino 
was left with a lot of bolivianos for 
which it had no use. This, of course, 
is typical of what happens when any 
country “restricts” exchange—and a 
great many South American and not a 
few European still do it. 

Moving over to the East Coast, we 
have extensive meat packing and other 
interests in the Argentine; International 
Cement has a 2,000,000-barrel plant in 
the same country and others only 
slightly smaller in Uruguay and Brazil. 
Finally, over almost all South America, 
International Telephone & Telegraph 
spreads its network of communication 
facilities and American & Foreign 
Power its web of wires carrying elec- 
tric current. 

Our South American investments in 
general are in better condition than in 
the recent past. The continent has 
benefited from the greater demand for 
all kinds of raw materials and_ the 
higher prices that now prevail. The 
increased demand has tended to make 
for greater employment in the produc: 
ing countries and business generally 
more active. At the same time, the 
larger demand, coupled with the higher 
prices has given South American coun- 
ties a larger supply of foreign ex- 
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change. Thus, while there are still 
many restrictions in force, they are not 
as tight as they once were and dollar 
remittances consequently are more 
easily arranged. 

As for the intrinsic safety of Ameri- 
can direct investments in South Amer- 
ica, this may be gauged solely by the 
political trend in the various countries. 
As has been said, there is no mistaking 
a communistic tinge to the south of us. 
Also, as might have been expected, 
South America could not hope to escape 
the nationalistic trend towards self- 
suficiency which is so obvious through- 
out the world. Nevertheless, all the 
potential dangers to American invest- 
ment of communism and _ nationalism 
are likely to remain dormant as long 
as the demand for raw materials con- 
tinues to increase and prices rise. It is 
well recognized that social and political 
discontent do not thrive on mounting 
prosperity. But when the next world 
depression comes—watch out! 

Even this brief sketch of American 
investment abroad has brought out that 
it is large, that if not vital to the well- 
being of the country, at any rate it is 
important. Looking at it as a whole, 
however, the countries where we fare 
well and the countries where we fare 
badly, it seems to point a lesson. There 
is too much of American investment 
abroad that has “just growed” like 
Topsy. We need a clearer conception 
of national policy in the United States. 
We need too, a clearer conception on 
the part of American investors as to 
what their foreign stake is—how it is 
faring in different parts of the world— 
how it affects their pocketbooks. 





Picture Prospects and Profits 
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the issue just now, but before many 
months it may have taken on another 
complexion and be out of the produc- 
ers’ hands entirely, just as was sound 
eight years ago. Sound pictures were 
made and the issue was defined right 
there when they hit the screens. With- 
ina month the silent picture was as 
dead as the dodo. Hollywood doesn’t 
believe color is to be taken seriously, 
but it said that of sound, so what? 
And there is the small matter of the 
third dimension in pictures. At this 
Writing it seems relatively unimportant, 
because most people can’t tell it when 
they see it, which is either a reflection 
on those people or on the process itself. 
Now about British competition. 
Judging from recent events the Ameri- 
can producer regards it seriously. Other- 
wise he wouldn’t want to buy in. At 
present nearly 40 per cent of the gross 
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returns from an American motion pic- 
ture come from English speaking coun- 
tries outside the United States. And 
that’s a market worth holding. Even if 
one can’t supply it all one may share 
in what others supply. How far this 
sharing may go seems to depend on two 
factors, first the progress the English 
producer makes and, second, what the 
British Parliament will do about the 
sale of a part of an English corporation 
to a foreign buyer. There is no doubt 
the American market for British films 
is strengthening, but the Italian, Rus- 
sian, French and German competition 
is not regarded by Hollywood as im- 
portant. The difficulties of language are 
too great and “dubbing” is far too 
apparent. 

Summing up, picture revenues are 
steadily increasing—and even theater 
building has begun again—and while 
costs are undoubtedly on the rise, the 
income is well ahead. There is extrava- 
gance in production, of course, but it 
can be curbed just as soon as the realiza- 
tion of that necessity arises. And an 
encouraging sign is that the business is 
steadily becoming more business-like. | 
like the outlook for the movies. I be- 
lieve they are in for several years pros- 
perity—and until some other enter- 
tainment appears which captures the 
public fancy. There is no indication of 
such other entertainment. 
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A Fiasco in Credit Control 
in the Making 
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For perspective on this matter, look 
at the record. Between June 30, 1921, 
and June 30, 1925, reporting member 
banks expanded loans and discounts by 
$1,340,000,000 and new corporate capi- 
tal raised by security issuance amounted 
to approximately $10,100,000,000. The 
Federal debt during that period was re- 
duced by $3,460,000,000. Hence the 
country’s combined credit expansion, 
deducting decline in Federal debt, may 
be said to have been $7,980,000,000. 

In contrast the Federal gross debt 
over the years 1932-1935 has increased 
by approximately $14,000,000,000, new 
corporate capital raised by security issu- 
ance has amounted to only: $1,068,000,- 
000 and loans and discounts of report 
ing member banks have decreased by 
$1,500,000,000—making a net national 
credit expansion of $13,568,000,000 for 
the four years. 

As measured by employment and na 
tional income produced, the $7,980, 
000,000 national credit expansion of the 
four years 1921-1925 was more than 
twice as effective as the $13,568.000,000 
expansion in our outstanding IOUs dur 


MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
August 6th, 1936 


The Board of Directors today 
declared a quarterly dividend of 
twenty-five cents (25c) per share 
on the common stock payable 
oe 10, 1936 to stock- 

ers of record August 20, 1936. 


C. C. Carlton, 
Secretary. 


























Deep Into The Interests 
of REAL BUSINESSMEN 


By carrying its analyses of business 
and industry further than other pub- 
lications—down to the dollars and 
cents value of their securities—THE 
MaGazINnE oF WAL Srreet reaches 
deep into the real interests of 
Businessmen. 


Doing so. it provides a superb me. 
dium for the advertising message of 
many a company. 
Is yours among them? 
The Magazine of Wall Street 
AND BUSINESS ANALYST 
90 BROAD ST. NEW YORK, N. Y. 
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ACTIVE ISSUES 


Quotations as of Recent Date 





1936 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer. . 152 87 133 
Amer. Cyanamid B (.60) . 403; 29144 35% 
Amer. Gas & Elec. (1.40)... 46% 333%, 44% 
Amer. Lt. & Tr. (1.20) . . 254% 171% 2% 
Atlas Corp. (180)..... 1644 11% 14 
Butler Bros....... 10% 7% 10 
Bower Roller Bearing (1) 29% 20% 26% 
Cities Service........ : 1% 3 4% 
Cities Service Pfd. 66 4145 60% 


Colum. G. & E. cv. Pfd. (5). 116}, 93 111 
Commonwealth Edison (4).. 117 97 106 


Compo Shoe (.50)... . 16 1l% 14% 
Consol. Gas Balt. (3.60)... . 931, 84 9314 
Crane Co. 3634 19% 21% 
Creole Petroleum (1 1. ae 3454 19% 21% 


Doehler Die Casting. . 





Elec. Bond & Share . 27 153, 244 
Elec. Bond & 1. Pfd. . (6). 88'4 6444 16 

Ex-Cell-O A. & . 23% 1444 17% 
Ferro Enamel ( .-. 4042 283, 354 


Flintkote A ci bce j y 
Ford Mot. of Can. “A” (t.75). 2834 19 2014 
General Tire. $3 68'5 71% 


1936 
Price Range 
——_—_——— Recent 
Name and Dividend High Low Price 

Glen Alden Coal (1).. 184% 18% 14% 
Gulf Oil of Pa. (1). 98 72 c 85. 
Hall Lamp (1.20) . 834 5% 64 
Hudson Bay ay & S. (1) ; 28%, 2234 251. 
Humble Oil (1)....... 764 57 647, 
Imperial Oil Ce 60) eee 2414 20 20°, 
Jones & Laughlin....... 44 30 43'5 
Lake Shore Mines (4). 60 51 573, 
Mueller Brass (.80) . 3544 28'5 34% 
National Sugar Ref. ( 2)..... 30 a 28 
New Jersey Zinc (*2). .. 923g 694% 80 
Newmont Mining (2) . 9634 744 85 
Niagara Hudson Pwr.. 17% 734 17', 
Niles-Bement-Pond (t. 50)... 447 6 28% 39 
Pan-Amer. Airways ae ‘ 66%4 4534 56 
Pepperel Mfg. (6) . : 7934 55 78 
Pitts. Pl. Glass (*2) . 140 = 984-131 
Sherwin-Williams (4). 14544 117) 132 
South Penn Oil (*114) . . 40% 32% 39), 


United Shoe Mach. (+2. 50).. 90 83 88'. 


* Includes extras. f Paid last year. 


t Paid this year. 
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ing the past four years, and the thing 
that really did the trick in the former 
period was the $10,000,000,000 of new 
security financing. 

Hence the country’s crying need to- 
day—just as it was in the days of mone- 
tary experimentation, of price-raising 
policies, of N R A, of agricultural plan- 
ning and all the other tinkerings—is 
normal expansion of capital goods, 
financed by private IOUs in the form 
of new capital financing. As to new 
business enterprises or small existing 
ventures, the well meant reform repre- 
sented by the Security Act of 1933 has 
put the brakes on needed public financ- 
ing. As to large aggregations of capital, 
the fears and uncertainties engendered 
by a chronically unbalanced Federal 
budget and a continued “twenty-four 
hour basis” in virtually all of the rela- 
tions between government and business 
have greatly retarded the expansionist 
instinct. So far as any group has an 
advantage under the present set-up, it 
lies with the powerfully intrenched cor- 
porations and the small fellow is at a 
disadvantage. The new undistributed 
earnings tax works in the same general 
direction. 

So far as concerns the banking sys- 
tem itself, its strongest point today is 
the fact that it has had a most drastic 
purge, eliminating the vast majority of 
weak banks and improvident or incom- 
petent bankers. Jt will take time to 
grow a new crop. Herein lies a basis 
for confidence, rather than in such 
changes of the rules and regulations as 
have been made in recent years. We 
did not reconstitute the banking system. 
What we did was patch it up here and 
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there, proclaim it to be sound and as 
proof of its soundness guarantee the 
great majority of depositors tee loss, 
if not by any means all deposits! The 
Federal Deposit Insurance Corporation 
has worked fine—so far. It, of course, 
has yet to meet the test of banking pres- 
sure. Reserves are accumulating at a 
rate of some $38,000,000 a year. They 
would have to accumulate at that rate 
for many years to amount to anything 
against the billions in existing deposits 
insured. The fact that the Corporation 
can exercise a considerable measure of 
supervision over insured banks and the 
requirement that all insured banks must 
become members of the Reserve System 
by 1940 may keep this control on a 
sound basis. 

Meanwhile, however, we still have a 
dual banking system in which about 60 
per cent of the banks, having some 34 
per cent of the deposits, are not mem- 
bers of the Federal Reserve System. 
Hence they are not directly subject to 
Reserve control and it would be entirely 
possible for the operating advantages 
enjoyed under state laws to set up com- 
petitive conditions under which national 
banks might find it desirable to give up 
their national charters. As long as this 
set-up prevails we must rely more upon 
vankers for the exercise of sound bank- 
ing practices than upon the alleged con- 
trol powers of the Reserve Board. 

Moreover, it should be kept in mind 
that while we have tightened the bank 
ing laws in some respects we have loos- 
ened them in others, especially as re 
gards eligible paper for rediscounting 
and the restrictions on loans on real 
estate. We are trying our best to en- 


courage a real estate boom. Maybe 20- 
year amortized mortgages up to 80 per 
cent of appraised values are sound, 
Maybe FHA structural requirements 
are sound—but the writer knows more 
than one experienced speculative builder 
who doesn’t hesitate to say he would 
not put a dime of his money in such a 
mortgage, figuring that a great many of 
the new houses now being put under 
20-year mortgage will have little more 
than junk value long before maturity 
date. 

Above all, the machinery of financial 
control is just as good as are the men 
who manipulate the levers. They are 
responsible to the Administration in 
power. The Administration in power 
is responsible to the people. The people 
like prosperity and are never able to tell 
wherein it differs from excessive expan- 
sion. The Reserve Board must deal 
with human hopes and fears. There is 
neither simple arithmetic nor an infalli- 
ble measuring rod to guide it. It can 
not know in advance the precise effects 
of any move it makes. An expansionist 
move may have greater or lesser effect 
than expected. So with putting on the 
brakes. A certain pressure may have 
no perceptible influence. Just a trifle 
more may ditch the speeding car. 

The majority of experienced bankers 
have no illusions concerning our alleged 
credit control. By coincidence three 
bankers, delivering prepared speeches at 
the recent round table on business and 
finance before the Institute of Public 
Affairs, each introduced discussion of 
“credit control” by central banking au- 
thority with a refutation of the idea 
that there is any such thing! They were 
Edmund Platt, former member of the 
Federal Reserve Board; George V. Mc 
Laughlin, president of the Brooklyn 
Trust Co.; and Dr. W. Randolph Bur- 
gess, vice president of the Federal Re- 
serve Bank of New York. 

Dr. Burgess was asked from_ the 
fioor whether the increased “stabilizing 
powers” put into effect in recent years 
any more than balanced the increase in 
unstabilizing forces that have developed 
over the same time. He said he could 
not answer in the affirmative. 





In the Next Issue 


Dynamic Price Advances 
Impend 


By Grorce E. ANDERSON 


For Other Features 
See Page 503 
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For Profit and Income 
(Continued from page 537) 





107,372, equal after preferred divi- 
dends to $2 a share for the common 
stock. These results were surpassed in 
only two previous quarters—the second 
quarter of 1928 when the common 
earned $2.06 and in the June quarter 
of 1929, $2.01. 


* * * 


Enlarged Demand for 
Oil Equipment 


Drilling operations on a considerably 
larger scale throughout the oil industry 
are reflected in marked gains in the sale 
of oil well supplies and equipment. 
National Supply Co., one of the lead- 
ing manufacturers of oil equipment re- 
ported profits of $1,834,531 in the first 
six months of this year as compared 
with $161,780 in the same period a 
year ago. Net applicable to the com- 
pany’s common stock was equal to 
$3.27 a share as against only 97 cents 
a share earned on the preferred stock 
in the first half of 1935. On the basis 
of this excellent current showing, it is 
possible that shortly the company will 
present some plan for the liquidation 
of the $33.25 in back dividends on its 
7 per cent preferred stock. 





Pan American, “Tops” in Air 
Transport 


(Continued from page 519) 





than half or reported gross revenues of 
$10,127,837. Allowing for postal reve- 
nues, the net cost to the Government is 
believed to have been less than $3,- 
000,000. 

On the whole, it appears quite cer- 
tain that under any Administration at 
Washington, Pan American, as long as 
necessary, will receive an air mail sub- 
sidy sufficiently large to keep it in busi- 
ness and to provide earnings sufficient 
to facilitate any financing required for 
needed expansion. The trend of the 
subsidy, however, is properly down- 
ward, although thus far the reduction 
has been fully offset by gains in the 
company’s commercial business. 

When and to what extent the Pacific 
service will contribute to earnings is 
wholly conjectural. While this route 
will be opened to passengers soon, for 
some time mail and express will con 
stitute the most profitable load. The 
mail contract calls for a Government 
payment of about $1,800,000 a year 
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Quite apart from the initial deluge of 
mail, the regular mail volume has proved 
to be surprisingly large, indicating that 
the Government in the first year of this 
service may get back nearly two-thirds 
of its subsidy in the form of postal 
revenues, a performance far exceeding 
that of recent years on the Latin- 
American routes. 

For the future there will probably be 
a route from San Francisco to New 
Zealand and—the great climax of com- 
mercial aviation’s infancy—a_ regular 
route across the Atlantic. Preparations 
and negotiations for the latter have 
been under way for several years and 
Pan American is quite certain to figure 
largely in the picture, as usual. Its 
technical preparations already are 
known to have been extensive, but the 
question is not only who is equipped 
to fly the Atlantic but who will be per- 
mitted to do so. 

In a nutshell, Pan American can not 
fly to England without Great Britain’s 
consent, and to land a plane here Im- 
perial Airways must deal with Uncle 
Sam. The same goes for France and 
Germany. Hence there has been much 
sparring for position. Hence, also, the 
outcome will have to be a quid pro quo 
agreement or series of agreements. For 
the present the French and German 
systems will remain runners-up, and 
the opening gun will be fired by a com- 
bination between Pan American and 
Imperial Airways. As this is written 
Sir Philip Sassoon, Undersecretary of 
Air, has announced in the House of 
Commons that agreements have been 
made between the United States, Can- 
ada, Newfoundland, the Irish Free State 
and Great Britain for inauguration “as 
soon as possible” of trans-Atlantic air 
service for mail and passengers twice 
a week. 

For planes of the same efhciency, 
carrying the same load at the same 
rates, the profits necessarily will be 
larger on the short and medium dis 
tance flights over Latin American routes 
than on the much longer ocean routes, 
the difference being the weight of fuel 
and oil. Potential volume on an At- 
lantic service, as well as rates and 
revenues, must for the present remain 
a most speculative conjecture. Cer- 
tainly on the ocean flights mail and 
express are likely to remain more profit 
able items than passengers, because of 
the weight factor. Such a service is 
ideally suited to many light weight ex 
press items where speed of transport is 
so desirable as to justify profitable rates; 
for example, motion picture film, gar 
ment style samples, small machine parts, 
ec 

While Pan American is now trying 
the experiment of promoting air va- 
cation cruises to South America, in an 
effort to take up the commercial slack 
on some routes with tourist business, 


its volume will remain predominantly 
commercial. Indeed, commercial trav- 
ellers make up some 78 per cent of all 
now carried. Unlike the tourist busi- 
ness, the advantage of speed is here 
paramount and justifies the cost. Thus, 
a representative of an American con- 
cern can fly to Buenos Aires, spend a 
fortnight calling on the company’s cus- 
tomers or with its agents, and return 
to this country—all in 23 days time. 
The same routine by steamer would 
take approximately 48 days. 

Thus far this year Pan American’s 
passenger business is running about 23 
per cent above the record total of last 
year, mail is up 14 per cent and express, 
which increased 60 per cent in 1935 
to a total of 1,500,000 pounds, is up 
another 40 per cent. This fast expan- 
sion in express service is largely due 
to a contract between the company and 
the Railway Express Agency under 
which the shipping facilities of the 
trunk line railroads and the interna- 
tional air express have been co-ordi- 
nated. 

Obviously, Pan American stock will 
continue to sell on a largely speculative 
basis for an indefinite time to come. 
Potential air traffic unquestionably is 
far larger than at present and will con- 
tinue to grow. Possibly the profits will 
be commensurate, possibly not—but 
such is the stuff of which speculation is 
made. There is a psychological appeal 
in aviation. There is a growing admira- 
tion for the Pan American performance 
and the stock assuredly will come into 
increased speculative prominence when 
Pan American's first Atlantic Clipper 
heads east for England. Officers and 
directors hold nearly 20 per cent of 
the total stock and its market is thin. 
On a speculative basis, for long term 
retention, we regard it with favor. 








Erie Railroad Co. 


(Continued from page 535) 





the ease with which extensions of its 
short-term loans and a small bond issue 
have been obtained. The company has 
no important maturities this year, only 
equipment trust certificates. It has no 
bond maturities of any account for the 
next two years. New York and Erie 
Railroad third mortgage 4's, in the 
amount of $4,616,000 fall due on 
March 1, 1938. So far the Erie man 
agement has not taken any definite ac 
tion with respect to funding its short 
term loans. This may be expected with 
further improvement in earnings. 
Dividends on Erie first preferred 
were begun in 1901 with a payment of 
$1.50 per share. In 1904-07 inclusive, 
the full rate of $4 was distributed. As 
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You can protit by 
the new business 
and market trends 


Timeliness will be the primary 
essential for successful—profit- 
able—investing during the 
weeks and months just ahead 
in which many far-reaching 
developments will affect secur- 
ity trends. 


@ It is THe Macazine oF WALL 
STREETS task to interpret 
these developments so that 
the thousands of business- 
men-investors who are its 

readers, may plot their in- 

vestment courses intelligent- 


ly, leisurely. 


A clear and continuous under- 
standing of these trends will 
enable you to insure safety and 
profit during this important 
period. 


@ Every issue of THE Maca- 
ZINE OF WALL STREET brings 
you a clear picture of the 
many far-reaching develop- 
ments in business, economics 
and politics—two to three 
months ahead of the regular 


“news” channels. 


It can keep you posted on 
your present investments— 
point out new opportunities. 


A important profit ad | 
pointing issues, for 

Be sure to receive the important is- 
sues scheduled for the months ahead. 
Every issue will contain timely in- 


formation of real dollars-and-cents 
value to you. 


The MAGAZINE of WALL STREET 
90 Broad St., New York, N. Y. 

[] I enclose $1.00. Send me the four is- 
sues of The Magazine of Wall Street be- 
ginning with your next issue. 

[] If you would like to have this special 


offer cover eight issues instead of four, 
check here and enclose $2.00. 
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Bank, Insurance and 
Investment Trust Stocks 














Active 


Issues 


Quotations as of Recent Date 


BANK AND TRUST comes 


Bankers (2) 
Bank of Manhattan (1!4) 
Bank of N. Y. & Trust (14). 
Central Hanover sade : 
Chase (1.40) . 
aa. (1. 80) . 
City ( 
Corn OEE (3). 
Empire (1) mee es 
First National (100)............. 
Guaranty (12) 
Irving Trust (.60) . 
Lawyers Trust (2.40)............ 
Manufacturers (*1.25) .. 
New York (5). 
United States Trust (#70). 


INSURANCE wenn: 
Aetna Fire (1.60) . 
Aetna Life (*80). Regie cee ts 
Carolina (11,20)... thank esben 
Glens Falls (1.60) . 
Globe & Rutgers... 
Great American (*1.20) . 


INSURANCE COMPANIES ac 
i 
Hanover F. (1.60)...... 6 
Hartford Fire (2) 
Home (*1.20) . 
National Fire @).. 
Phoenix (*2'% 
Sun Life sy 
Travelers (16). 
United States Fire (1.89) . 
Westchester F. (*1.4)). 


INVESTMENT TRUSTS 
Amerex Corp 
Brit. Type EN 
Bullock Fund 
opi or 4 Trust—AA.. 
Fidelity Fund. aguas 
Incorporated Investors... 
Maryland Fund. aa’ « aie 
Massachusetts Invest. 
No. Amer. Trust Shares 1958. 
Quarterly Income Shares.... 
Spencer Trask Fund 
Uselps Voting Shares... . 


* Includes extras. 











previously noted, nothing was paid on 
that issue from 1908 to 1928 inclusive. 
On July 31, 1929, however, dividends 
were resumed by the payment of $1 a 
share. That rate was maintained in 
1930 and was increased to $2 the fol- 
lowing year, since which time payments 
have been omitted again. 

In 1905 a payment of $2 a share was 
made on the second preferred stock, 
which also is entitled to $4 a year. In 
1906 and 1907 the maximum rate was 
reached, but from 1908 to 1928 holders 
of that stock received no return. In 
1929 and 1930 the full 4 per cent was 
paid. 

It is possible for the earnings of the 
Erie to improve rapidly. Already they 
have had a big comeback from the low 
level of 1932, when operating revenues 
were only $73,746,074 and the deficit 
after fixed charges $3,412,997 against 
operating revenues of $129,230,437 and 
net income after charges of $11,677,710 
in 1929. 

The Van Sweringens, through the 
Virginia Transportation Co. own, ac- 
cording to the latest records, the follow- 
ing amounts of Erie stock: Common, 
669,800 shares, first preferred, 151,405 
and second preferred, 31,095. Obvi- 
ously they will be eager to get dividends 
on those issues as soon as possible and 
practicable for the interests of the com- 
pany as a whole. Their dividend policy 
has been liberal in the case of all the 
companies that they control. 

The 1936 law, levying a tax on un- 


distributed profits, may hurry a distri- 
bution on the first preferred shares. 
Even anticipation of such action, 
should tend to advance the market value 
of that issue considerably above recent 
levels. Although the payment of 
dividend on Erie common—something 
that has never been done in the com- 
pany’s history—would still seem quite 
remote, the position of the company 
and the outlook for traffic and earnings 
are such that further enhancement in 
the market quotations for that issue 
would seem entirely logical. 








Attractive Speculations in 
Preferreds With 
Accumulations 


(Continued from page 540) 





return on invested funds. A 7 per cent 
issue, for example, selling at 112 and on 
which $15 in back dividends have accu- 
mulated offers a potential return of bet- 
ter than 7 per cent, assuming that the 
holder writes off the liquidation of back 
dividends against his original invest- 
ment. 

The issues comprising the appended 
tabulation have been chosen not only 
on the basis of the current prospects for 
the various companies represented but 
also with a view to the possible immi- 
nence of favorable dividend action. 
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